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STATE OF THE U.S. TEXTILE INDUSTRY 



TUESDAY, SEPTEMBER 18, 1984 

U.S. Senate, 
Committee on Finance, 
Subcommittee on International Trade, 

Washington, DC, 
The committee met, pursuant to notice, at 9:40 a.m. in room SD- 
215, Dirksen Senate Office Building, Hon. John C. Danforth (chair- 
man) presiding. 

Present: Senators Danforth, Chafee, Heinz, Long, Mo3mihan, and 
Mitchell. 
[The press release announcing the hearing follows:] 

[Press Release No. 84-172— August 31, 1984] 
SUBCOMBinTEE ON INTERNATIONAL TrADE ANNOUNCES HeABING ON THE StATE OF THE 

U.S. Textile Industry 

Senator John C. Danforth (R., MO), Chairman of the Subcommittee on Interna- 
tional Trade of the Committee on Finance, announced today that the Subcommittee 
will conduct a hearing on Tuesday, September 18, 1984, on the state of the U.S. tex- 
tile industry under the trade agreements program. 

The hearing will commence at 9:30 a.m. in Room SD-215 of the Dirksen Senate 
Office Building. 

Senator Danforth. This is a hearing on the state of the U.S. tex- 
tile industry. Does any Senator wish to make a statement before 
any of the witnesses are heard from? 

ft»Io response.] 

Senator Danforth. If not, the first panel consists of Mr. Harry 
Huff of Monsanto in St. Louis, Mr. Ray Shockley of the American 
Textile Manufacturers Institute, and Mr. Duke Barr of the Nation- 
al Cotton Coalition. 

STATEMENT OF W. RAY SHOCKLEY, EXECUTIVE VICE PRESI- 
DENT, AMERICAN TEXTILE MANUFACTURERS INSTITUTE, 
WASHINGTON, DC 

Mr. Shockley. Mr. Chairman, if we may, I will lead off with 
your permission, sir. 

Senator Danforth. Any way you want to do it. 

Mr. Shockley. I am Kay Shockley, executive vice president of 
American Textile Manufacturers Institute, Mr. Chairman, and 
with me today are representatives of the American Fiber Textile 
and Apparel Coalition, a coalition of 21 industry and labor organi- 
zations representing the fiber textile apparel and labor parts of our 
industry. With me are Mr. John S. Barr III, of Louisiana, who is 
representing the National Cotton Council of America, Mr. Harry 

(1) 
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HufF of Missouri, the Monsanto Co., representing the Man-Made 
Fiber Producers Association, Ms. Cornelia Swayze of Vermont, rep- 
resenting the National Wool Growers Association, and Mr. Carl 
Priestland from the American Apparel Manufacturers Association 
here in Washington. There will be a statement from the AAMA 
which we request permission to submit for the record, and our 
spokesmen today will be, in addition to myself, Mr. Huff and Mr. 
Barr. Also, following us will be a panel consisting of Mr. Murray 
Finley and Mr. Sol Chaikin. We certainly would associate ourselves 
with their comments because they are a part of our coalition. Mr. 
Chairman, our concern today is with an industry that does provide 
more than 2 million jobs. It is a huge customer of American agri- 
culture, a huge customer of much of American industry, and our 
roots into this economy are substantial. Last year we bought 5.9 
million bales of cotton coming from a base acreage of about 15.7 
million bales. Since 1939, we have had a quota on the importation 
of raw cotton of 30,000 bales per year, which is barely a 2Kiay 
supply for us. We never complained about this quota. We under- 
stand its essentiality. We don t understand, though, why last year 
we imported 2.4 million bales of cotton in the form of textile and 
apparel products. This year we will bring in something over 3 mil- 
lion bales. Only about 500,000 of those are our own raw cotton that 
was exported and brought back as textile products. We represent 
an industry that has done a good job of investment by pouring its 
capital back into new plants and equipment. In each of the last 20 
years, having invested more than $1 bUlion. 

This year, in spite of the surge and the problems we have, $1.7 
billion is anticipated to be spent. Despite all of this, despite our in- 
creasing productivity leading all American manufacturing industry 
at about 4 percent a year compounded over the last 10 years, we 
are competing with people who are operating under conditions that 
in many instances are not legal here. We are competing with 
people who are finding various ways to get around quotas and get 
more material in here than we, of course, can stand in our market 
that is actually shrinking. We have had some help from the MFA 
bilateral textile agreements, but not enough. The current surge of 
1.8 million yards of growth in the first 7 months this year over last 
year is hurting us tremendously. 

The costs are jobs. The costs are investments. The costs run 
throughout the entire economy and to every segment of our econo- 
my that is represented here this morning. We are losing ground, 
Mr. Chairman. One of the problems, for example, we are facing 
right now is the idea of a free trade zone for Israel. That would 
indeed move our customs borders to Israel without enforcement, 
bringing potential serious transshipment and other problems, and 
we are as a coalition opposed to this. We also are concerned that no 
effort is being made to expand textile markets in other parts of the 
world. The effort tends to be to continue to slice up the American 
and the European and the Canadian pies essentially without trying 
to see that the other countries that benefit from our trade, don't 
pass more of it back in benefits to their own people. Were we to 
expand the per capita consumption of textile products beyond the 
12 pounds globally to something that is considerably above that— 
we are consuming 55 pounds — the problem would solve itself. 
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We see no emphasis there. We see no effort there. We would like 
to see something like that happen. Mr. Chairman, I would like now 
to call on Mr. Huff. 

[Mr. Shockley's prepared statement follows:] 
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TESTIMONY OF W, RAY SHOCKLEY, EXECUTIVE VICE PRESIDENT 
AMERICAN TEXTILE MANUFACTURERS INSTITUTE 

on behalf of the American Fiber/Textile/Apparel Coalition 

Before the Subcommittee on International Trade 

Committee on Finance 

United States Senate 

Hearing on the State of the U.S. Textile Industry 

September 18, 1984 



Mr. Chairman and members of the committee, on behalf of the 
American Fiber /Textile/ Apparel Coalition (AFTAC) , thank you for 
providing us with the opportunity to appear before you today to 
discuss the state of the U.S. textile industry in international 
trade. The American Fiber/Textile/Apparel Coalition is 
comprised of 21 industry and labor organizations which 
represent fiber, textile and apparel production in the United 
States. Appearing with me this morning are representatives of 
four other AFTAC organizations: 

Mr. John S. Barr III, representing the National Cotton 

Council ; 

Mr. Harry A. Huff, of Monsanto representing the Man-Made 

Fiber Producers Association; 

Ms. Cornelia Swayze, representing the National Wool Growers; 

Mr. Carl Priestland, of the American Apparel Manufacturers 

Association. 

I would like to begin our presentation by outlining the current 
situation in the textile industry and international trade as we 
see it. Mssrs. Barr and Huff will then address issues of 
special concern to their segments of the industry. All of us 
will be available to answer any questions you might have. 
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As you are aware, we are currently in the midst o£ a massive 
surge in textile and apparel imports. Ve estimate that by the 
end of this year textile and apparel imports will have more 
than doubled since 1980 and will be 10.3 billion sye. The 
actual increase this year alone through July was 44% over the 
same period last year. In square yard terms this year's 
increase is already 1.8 billion square yards and represents 
180,000 Job opportunities lost for American workers. 
Obviously, an increase of this magnitude in an industry already 
heavily impacted by imports presents a serious problem* for the 
industry itself. Ve believe that, given the position of the 
fiber, textile, and apparel complex, the import surge poses a 
problem for the entire U.S. economy as well, including the 
agricultural community and domestic retailers. 

Few other manufacturing industries in the United States are as 
widespread, employ as many people in manufacturing and 
agriculture, and contribute as much to the national economy as 
the fiber, textile, and apparel industry. Fifty states and 2.3 
million Americans take part in our production. In addition to 
the 2.3 million employees working in the industry, we support 
as many as 2 million more Jobs directly and indirectly in other 
businesses and industries. To the gross national product, we 
contributed $44.8 billion in 1983. This compares with $43.2 
billion in autos, $36.9 billion in all primary metals, $32.9 
billion in aerospace and $28.9 billion in petroleum. This is 
not an isolated industry, but an industry depending on and 
contributing heavily to the economic infrastructure aro\md it. 
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As substantial consiimers of agricultural products, especially 
cotton, wool and cornstarch, we and the agricultural community 
have long been closely linked. Historically, about 15 million 
acres of the most fertile U.S. farmland are planted in cotton. 
The U.S. textile industry purchases around 6 million bales, or 
about half of the cotton which that acreage produces. Ve also 
import no more than 30,000 bales of Upland cotton -- Just a 
little more than the industry spins and weaves in one day -- 
because the U.S. government has had an import quota at that 
level each and every year since 1939. That limit is set to 
ensure a healthy domestic market for U.S. cotton and to protect 
the government's price support program. Let me hasten to note 
that our industry has been supportive of these raw cotton 
quotas because we believe a strong U.S. agriculture sector is 
essential for this country. 

However, with the import surge this year, it is estimated some 
2.5 million bales of overseas -grown cotton will be imported 
into the U.S. in the form of textile products. Last year we 
brought in some 1.9 million bales of foreign-grown cotton in 
imported textiles and apparel. It makes little sense to us 
that the government would prohibit direct cotton imports to 
preserve a healthy market for cotton but allow enormous imports 
of cotton in the form of textile products to affect the 
market. Furthermore, when the highly productive acreage 
devoted to cotton switches to other agricultural commodities, 
such as wheat, the existing supply- and -demand balance in those 
products is disrupted and the prices of those commodities would 
plummet. As a matter 
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o£ £act, the more than 2 million plus acres of cotton acreage 
already lost to imported cotton textiles are now growing other 
crops and adding to excess production in many cases. 

Faced with import competition since 1935, the U.S. textile 
industry itself has become the most efficient and productive in 
the world. Ve have invested more than $1 billion annually in 
new plants and equipment and this year will invest $1.7 
billion. Ve have led other U.S. manufacturing industries in 
productivity growth for the past 10 years. Nonetheless, return 
on equity for textile plants producing apparel fabrics is 5X, 
well below returns for the fiber industry, apparel making, or 
retailing. These are clear indicators of the highly 
competitive nature of this industry. 

Yet, eVen with these efforts, import competition continues to 
erode our markets. Our foreign competitors produce with little 
or no regulatory requirements, minimal labor costs, and 
government financial and political support often in the form of 
export subsidies. In short, our foreign competitors produce 
under conditions far different and often illegal when compared 
to our own. This more than anything else has enabled them to 
capture a growing share of our market. 

Moreover, our markets are steadily being eroded by imports in 
spite of an international agreement and numerous quotas on 
textiles and apparel. The Multifiber Arrangement was 
originally established in 1974 to 
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provide for the orderly development of textile trade, both for 
the developing and developed countries. Under that 
Arrangement, the U.S. has negotiated some 29 bilateral 
agreements with low-wage exporting countries to set quotas on 
goods disrupting our market. The current Import growth Is 
clear evidence that the MFA Is not fulfilling this basic 
objective. 

In an attempt to restore order, the U.S. government responded 
last year on December 16, by providing additional guidelines to 
determine when Imports are disrupting U.S. markets, and this 
year on August 3, by amending Customs regulations on textile 
imports to prevent the circumvention of textile agreements. We 
welcome these actions. However, we do not believe that they 
are sufficient to stop the current surge. 

Ve have asked the Administration to freeze Imports, to 
negotiate country quotas with the major suppliers, and to set 
up an Import licensing system. We believe all of these can be 
done administratively, without the need for new legislative 
authority. We have also asked the Administration to act to 
curb the rapid growth of textile and apparel imports 
constructed of fibers which are not covered by the Multlflber 
Arrangement. These products are made of silk, linen and ramie 
and are being shipped to the U.S. just to circumvent our 
quotas. 
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The most frequent excuse we hear for Inaction by the 
Administration is that the MFA does not permit such actions. 
If that is the case, and we are by no means sure that it is in 
every instance, then the MFA must be amended as soon as 
possible, while there is still a viable U.S. apparel and 
apparel fabric industry. 

If imports continue at their pace over the past 12 months, this 
country's domestic apparel and apparel fabric industry will be 
devastated by the early 1990*8. And unless drastic measures 
are taken to relate import growth to domestic market growth, 
U.S. apparel and apparel fabric makers will inexorably Join the 
ranks of the unemployed. The costs of losing such an industry 
are staggering: billions of dollars of investment in plants 
and equipment; hundreds of thousands of minority and female 
unemployed workers in small communities and inner cities with 
few, if any opportunities for work; a seriously weakened 
national defense dependent on foreign supplies in case of a 
national emergency; increased tax load on all citizens to pay 
for the transfer payments made to the industry's unemployed. 

The situation is rapidly becoming that grave. The irony of it 
is that President Reagan promotes so enthusiastically the 
free -enterprise zones he is seeking in our inner cities. The 
U.S. textile and apparel industry is already the greatest 
engine for free-enterprise employment in our cities and does 
not add to anyone's tax burden. Yet, if the government fails 
to act to curb import growth, all of that and more will be lost. 
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STATEMENT OF HARRY HUFF, MONSANTO FIBERS, ST. LOUIS, 
MO, ON BEHALF OF THE MAN-MADE FIBER PRODUCERS ASSO- 
CIATION, INC., WASHINGTON, DC 

Mr. Huff. Mr. Chairman, my name is Harry Huff, and I am with 
Monsanto from St. Louis. I am appearing today representing the 
Man-Made Fiber Producers Association. I appreciate this opportu- 
nity to appear before you today to discuss the state of the U.S. tex- 
tile industry and the fiber industry in particular. The MMFPA 
members produce more than 90 percent of all the man-made fibers 
manufactured in the United States. This production amounted to 
about 8 billion pounds in 1983, accounting for approximately 75 
percent of all fiber consumption in U.S. mills. Our 15 member com- 
panies employ approximately 75,000 people nationally. After sever- 
al years of losses and imsatisfactory financial results, the man- 
made fiber industry showed some significant improvement in 1983 
and the first quarter of 1984. This improvement was primarily the 
result of building up of inventories from the historic low following 
the last recession and also as a result of strong markets in our 
home furnishings and industrial segments of our business. Howev- 
er, the pipelines are now full, inventories are high, and the market 
is softening. Imports continue to gain a significant market share, 
not only gaining sales from growth in the domestic market but 
eroding existing markets of our member companies. As a result, 
shipments are trending downward, and for the second quarter we 
are lower than for the comparable period in 1983. We currently 
predict a significant drop in business in the third and fourth quar- 
ters and probably in 1985, particularly for apparel fibers. In July 
1984, textile and apparel imports totaled over 1 billion square 
yards, the highest level of imports in the history of this country. 
The trade deficit in textile and apparel products for the January- 
July period of this year rose to $9.3 billion, a total of 13 percent of 
the U.S. merchandise trade deficit. July imports of man-made fiber 
products were 64 percent over last year's figures. For the first 6 
months of this year, imports have increased 38.5 percent over last 
year. This is tremendous growth especially in a slow or declining 
market. My colleague from the apparel and textile industries can 
better address the impact of imports on the apparel sector. Howev- 
er, I would add that this sector has been particularly vulnerable to 
import penetrations. 

The U.S. apparel industry, the largest single induced market for 
man-made fibers, continues to face extreme pressure from imports. 
While total growth in the U.S. apparel market is about 1 percent 
per year, imports grew by 24 percent in 1983 from 1982, and they 
have increased 44 percent in the first half of 1984. This growth of 
apparel imports obviously has had an adverse effect on the fiber 
industry. The past 6 years, capacity in our industry to produce 
man-made fibers for apparel has been reduced by 600 million 
pounds to approximately 6 billion pounds in 1983. If the import sit- 
uation does not improve, this trend will likely continue and will 
probably accelerate. Several member companies have reduced ca- 
pacity and production in the past 2 months, and if our projections 
are correct, there will be further adjustments in the near future. 
Meanwhile, production and capacity are rising rapidly offshore 
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with more capacity projected to come online in the next 2 years. 
For example, in China, production of man-made fibers was 1.3 bil- 
lion pounds in 1983. Capacity in 1985 is projected at over 2.8 billion 
pounds. One can only assume that these fibers will find their way 
into the U.S. market, most likely in the form of apparel or other 
finished products. As our customers in the textile sector, and conse- 
quently their customers in the apparel sector, lose market shares, 
the MMFPA members in turn must face the reality of a shrinking 
market base. 

The man-made fiber industry is also encountering difficulties in 
export markets. In 1981 the U.S. exported approximately 1.3 billion 
pounds of man-made fibers, approximately 16 percent of our total 
shipments. We estimate that in 1984 this figure will be reduced to 
around 550 million pounds or around 7 percent of our total ship- 
ments. This reduction has been caused by the rising dollar and an 
increase in foreign capacity, often with Government subsidies. This 
has certainly contributed to the nearly $10 billion fiber textile mer- 
chandise deficit for the first half of 1984. 

I believe that this industry can compete with any fiber producers 
in the world. MMFPA members utilize state of the art production 
techniques, coupled with annual investments of several hundred 
million dollars in research and development and capital invest- 
ment. This industry, as well as those represented by my colleagues 
here today, is committed to maintcdning a competitive edge and 
will continue these efforts as long as possible. If the current trends 
continue, however, we will see an acceleration of the decline of the 
entire fiber textile apparel complex with the resulting loss of bil- 
lions of dollars annually to the U.S. economy. Mr. Chairman, I ap- 
preciate this opportunity and thank you very much. 

Senator Danforth. Thank you, Mr. Huff. Mr. Barr. 

[Mr. HufTs prepared statement follows:] 
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STATEHENT OF HARRY R. HUFF 

THE NAN-MAOE FIBER PRODUCERS ASSOCIATION, INC. 

IN REGARD TO THE STATE OF THE U.S. TEXTILE INDUSTRY 

SEPTEHBER 18, 1984 

Nr. Chairman and mernbers of the Conmlttee, wy name Is Harry Huff. I am 
Director of Planning and Adninistratlon of the Nonsanto Fibers and Intermediates 
Company* St. Louis, Missouri, and I am here today representing the Han-Hade Fiber 
Producers Association. I appreciate the opportunity to appear before you to 
discuss the state of the U.S. textile Industry and the fiber Industry In particu- 
lar. 

MHFPA members produce more than 90 percent of the man-made fibers manufactured 
in the U.S. This production amounted to about 8 billion pounds In 1983, accounting 
for approximately 75 percent of all fiber consumption In U.S. mills. Our 15 meiter- 
companies employ approximately 75,000 workers nationally. 

After several years of losses and unsatisfactory financial results, the man- 
made fiber industry showed significant Improvement in 1983 and the first quarter 
of 1984. This Improvement was primarily a result of building up of Inventories 
from a historic low following the last recession, and also as a result of strong 
markets in the home furnishings and industrial segments of our Industry. However, 
the pipeline is now full. Inventories are high, and the market is softening. 

Imports continue to gain significant market share — not only gaining sales 
from growth in the domestic market, but eroding existing markets of our member- 
companies. As a result, shipments are trending downward and for the second 
quarter were lower than for the comparable period in 1983. We currently predict 
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a significant drop In business In the third and fourth quarters and probably 
in 1985, particularly for apparel fibers. 

In July 1984, textile and apparel Imports totaled over 1 billion yards, 
the highest level of imports In the history of this country. The trade deficit 
In textile and apparel products for January-July of this year rose to $9.3 billion, 
a total of 13 percent of the U.S. merchandise trade deficit. July imports of man- 
made fiber products were 64 percent over last year's figure. For the first six 
months of this year. Imports have Increased 38.5 percent over last year. This is 
tremendous growth, especially in a slow or declining market. 

Ky colleagues from the apparel and textile industries can better address the 
Impact of imports on the apparel sector. However, I would add that this sector 
has been particularly vulnerable to Import penetration. The U.S. apparel indus- 
try, the largest single end-use market for man-made fiber, continues to face 
extreme pressure from Imports. While total growth in the U.S. apparel market is 
1 percent per year. Imports grew by 24 percent from 1982-83 and have increased to 
44 percent in the first half of 1984. This growth of apparel imports obviously 
has had an adverse effect on the fiber industry. In the past six years, capacity 
in our industry to produce man-made fibers for apparel has been reduced by 600 
million pounds to a total of 6 billion in 1983. If the import situation does 
not Improve, this trend will likely continue and may accelerate. Several member- 
companies have reduced capacity and production in the past two months and if our 
projections are correct there will be further adjustments. 

Meanwhile, production and capacity are rising rapidly off-shore, with more 
capacity projected to be coming on line in the next two years ~ particularly in 
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China. Chinese production of fiber was 1.3 billion pounds In 1983. Capac1t;y In 
1985 Is projected at over 2.8 billion pounds. One can only assume that these 
fibers will find their way Into the U.S. market, most likely In the form of 
apparel and other finished products. As our customers In the textile sector 
and consequently their customers In the apparel sector lose market share, MNFPA 
members In turn must face the reality of a shrinking market base. 

The man-made fiber Industry Is also encountering difficulties In export 
markets. In 1981, the U.S. exported approximately 1.3 billion pounds of man- 
made fibers, approximately 16 percent of our shipments. We estimate that In 
1984 this figure will be reduced to 550 million pounds, or 7 percent of total 
shipments. This reduction has been caused by a rising dollar and an Increase In 
foreign capacity, often With government subsidies. This has certainly contributed 
to the nearly $10 billion fiber/ textile/apparel merchandise deficit for the first 
half of 1984. 

I believe that this Industry can compete with fiber producers In any country. 
MNFPA members utilize state-of-the-art production techniques, coupled with annual 
Investments of several hundred million dollars in research and development, and 
capital Investment. This Industry, as well as those represented by iny colleagues 
here today, is committed to maintaining a competitive edge and will continue 
these efforts as long as possible. If current trends continue, however, we will 
see an acceleration of the decline of the entire fiber/ textile/apparel complex 
with a resulting loss of billions of dollars annually to the U.S. economy. 

Again, Nr. Chairman, I appreciate this opportunity and I would be pleased to 
respond to any questions you may have. 



Digitized by VjOOQIC 



15 

STATEMENT OF JOHN S. BARR III, PRESIDENT, NATIONAL 
COTTON COUNCIL, MEMPHIS, TN 

Mr. Barr. Good morning, Mr. Chairman and members of the 
committee. I am John S. Barr III, a cotton farmer from Louisiana, 
presently serving as president of the National Cotton Council in 
whose behalf I appear here today. The council, as many of you 
know, is the central organization of the cotton industry represent- 
ing producers, processors, and handlers — all the way across from 
the Carolinas to California. The matter before the committee is 
having a major impact on more than one part of our industry. My 
written testimony includes some charts to illustrate the numbers 
which I will use. With economic recovery in 1988, the net domestic 
consumption of U.S. cotton jumped to 7.7 million bales, and this 
year it is running at an annual rate of 8.5 million. That is our 
entire market. The amount of that market supplied by U.S. textile 
mills unfortunately has dropped below 6 million bales with the gap 
supplied by imports having widened dramatically since 1982. 
During the 1972 to 1984 period, cotton textile imports increased an 
average of 9.1 percent a year, and I will refer to this as the long- 
term import growth rate. To show the more recent acceleration in 
textile import growth, let's look at the beginning of the 1980's 
when cotton textile imports were growing at an average annual 
rate of 16.1 percent. Assuming that import growth recedes to the 
long-term annual rate of 9.1 percent, the amount of the U.S. 
market supplied by domestic mills would decline to 4.2 million 
bales by 1989. 

If nothing is done, however, and the more recent annual growth 
rate of 16.1 percent continues, then the amount supplied by domes- 
tic mills would drop to 2.5 million bales. Assuming that domestic 
consumption stays above the historical trend, the long-term import 
growth rate would result in imports taking over our entire domes- 
tic market in 12 years. The most recent growth rate would result 
in a total takeover in just 7 years. But look at what has happened 
during the last four quarters. Cotton textile imports have soared an 
astounding 32 percent. If that growth rate is allowed to continue, 
our domestic market will be gone in just 4 years. 

Clearly, the recent growth rates in textile imports are inconsist- 
ent with the U.S. textile industry's survival. The situation is 
almost as serious for the U.S. raw cotton industry as it is for the 
textile industry. Research indicates about one out of every five 
bales of cotton contcdned in foreign textiles and shipped into the 
United States is U.S. cotton. The other four are foreign grown. This 
means that by 1989 U.S. cotton farmers would lose a market of 
about 1.3 million bales at the lower import growth rate but lose a 
market of 2.6 million bales at the more recent growth rate. 

For the producer, the most painful symptom of shrinking mar- 
kets is to suppress cotton prices. If cotton textile imports had 
grown only at the average quota growth rate of 6 percent per year 
in the 1982-83 crop years, it is likely that the 1983 farm price 
would be approximately 76 cents a pound instead of the 66 cents 
that it actually was. If so, the 12.7 million bales actually sold would 
have brought an additional 10 cents a pound, or $48 a bale. This 
means the total loss of cotton actually sold exceeded $600 million 
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Furthermore, total sales would have increased by more than a 
million bales, which at 76 cents a pound makes the loss on cotton 
not sold reach $400 million. Therefore, the total revenue loss to 
cotton farmers from the avalanche of cotton textile imports may 
have approached $1 billion in 1983 alone, and I might suggest to 
you in light of current discussion of Federal deficits that this cheap 
price certainly is reflected in direct Government cost in terms of 
deficiency payments. 

Cotton producers are making a strong effort to be more competi- 
tive. We have a market-oriented farm program, and we are invest- 
ing some $20 million per year of our own money in advertising, 
promotion, research, and other market development programs. We 
have had considerable success especially in the domestic market in 
regaining apparel and other markets, but unless something is done 
to moderate the textile import growth, it appears we will have 
built markets for the benefit of only foreign cotton growers. Thank 
you very much for asking me to be here today, and I have just a 
few statistics which my colleague, Mr. Shockley, says that he forgot 
to include in his testimony. In addition to that 6 million bales of 
cotton that the U.S. textile industry uses, they also use the entire 
wool clip of the United States and some 200 million pounds of corn- 
starch. Thank you. 

[Mr. Barr's prepared statement follows:] 
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iMtiMBj Of John 8. terr. III 

Piattid«nt« latioBal Cotton Council 

boforo tho 

Intoriintionnl Trndo Subcoanittoo 

of tho 

Sonnto Coanittoo on Fiannco 

SoptoBbor 18, 1984 



I •■ John 8. Borr, III, a cotton fazaor froa Oak lidgo, Looitioao, protontly 
MrTiag •• protidont of tho lotional Cotton Cooacil in vhoto boholf I oppoor. Tho 
Conncil it tho control orfonisotion of tho cotton iadottrya roprotonting producort, 
procooooro, and handloro of cotton froa tho Carolinao to California. 

Tho aattor boforo tho coaaittoo is hoTing a aajor iapact on aorit than ono part of 
oar ittdoatry, and to bottor illuatrato I will bo roforrint to charta attachod to ajr 
writton toatiaony. 

In Chart I, tho solid o^por corro ia what wo call cotton** not doaoatic 
eonooaption. It roproaonta U.8. aill conooaption ^ISkM, toztilo iaporta of yam, 
cloth, and aaanfacturod products, aod miSSkL tostilo oxporta. It approziaatos U.8. 
natail saloa on off-tako of cotton froa 1973 to data. 

With oconoaic rocoTory in 1983, not doaoatic conooaption juapod to 7.7 ail lion 
baloa and this yoar ia nmniag at an annual rata of 8.5 aillion. Thia ia tha highoat 
in 12 yoara, and cloarly rofloeta an u^rorint rotail doaand for cotton products. 

Aa dopictod by tho lovor eorro, tho aaount of that aarkot suppliod by U.8. 
toztilo ailla -~ unfortunatoly — haa droppod bolow 6 aillion boloa, with tho gap 
auppliod by iaports hoTing widonad draaatically sineo 1982. 

During tho 1973-84 poriod, cotton toztilo iaports incroaaod an aTorago of 9.1Z a 
yoar. I will rofor to this as tho "long-torn" iaport growth rata. 

To show tho aoro rocont accoloration in toztilo iaport growth, lot's look at tho 
boginniag of tha *80*a whon cotton toztilo iaports woro growing at an aTorago annual 
rata of 16.1Z. 
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ihat ars mm l^liMtioss of this trovtb im cottoa tutiU laportsT Uc's 
optiaistiMlly asMnw that Mt doatstic eottos fninf tioa stays wsU shovs ths 
historlcsl trmd, sad (oas froa tha 8.5-KillioB-bala la^l of 1984 to 9 ■illioa halaa 
by 19S9. (This is tha dettad aztaosioa of tha appar carra.) 

Asswiiat thst iaport trovth raeadas to tha laag-tani aaaaal sata of 9.1Z, tha 
aaoaat of tha U.S. aaifcat sappliad by doaastic mills voald daeliaa to 4.2 aillioa 
balas by 1989. If nothiat ^ doaa, hoa a ^ a r, aad tha aora laeaat aaaaal (lovth rata 
of 16. IZ eoatiaaas, thaa tha laount sappliad by doaastic aills aoald drop to 2.S 
ailliaa balas. (Ihasa ara tha two astoasioas of tha loasr canra.) 

To pat it aaothar way, tha loat-taxa growth rata aoald raaalt ia iaports totally 
tskiat orar tha doaastic asrkat in taalva yaars. Tha aost racaat giovth rata aoald 
rasolt in totsl tskaoTor ia juat jim yoars« 

■at look what's happaaad daring tha last foar qaartars. Cottaa taatila laporta 
hava soarad aa astooading 32Z. If that growth rata is sllawad to eoatiaaa, tha 
doaastic asrkat will ba goaa ia foar yaars. 

Claarly, tha racaat growth ratas in tastila iaports sra iacoasistaat with tha 
U.S. taztila iadastry's sarvival. 

Tha sitaatioa is slaost ss sarioas for tha U.S. raw cottaa iadastry ss it is for 
tha tastila iadastry. 

. Coasidar sgsia tha nat loss in U.S. cotton asrkats eaasod by tastila iaports. 
tasasrch iadicstas that U.S .-grows cottoa coaprisas oaly sboat 22Z of eottoa tastila 
iaports. So this aasns only sboat oas oat of a^ary fiva balas of cottoa contsiaad ia 
foraiga tastilas is U.S. -grows. Tha othar four sra foraiga-growa. This assas that 
by 1989, U.S. cottoa fsraars would loss s asrkat for shoot 1.3 aillioa balas st tha 
lo«iar iaport growth rata, sad shoot 2.6 aillioa st tha aora racaat growth rata. 

For tha producar, tha aost paiaful syaptoa of shriakiag asrkats is dapraasad 
cottoa prieas. Chart 2 shows thara is s dosa ralatioaship batwaaa totsl eottoa 
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offtalM r«l*tiT« to U.S. tupplj aad th« ATtrag* producsr pric«s for cotton, (hror tho 
11 yoor* fhovB horoi th« •••ecUtion botwoon tboso tvo lookf tofpoct only in 1982. 
ATorago prieo did not fall that yoar bocavaa tha U.S. loan rata put a floor oadar 
pricaa for a good part of tha crop yoar. Baaod am hiatorical ralatioAfhipa, avoraga 
prica probably would haTO fallao at ahoim by tha dottod liaaa if tha loan progros had 
not boon oTailabla. 

If cotton textila iaporta had grown only at tha taagan Adainiatration** targat of 
6Z par yoar in tha 1982 and *83 crop yoar a, it ia lifcaly that tha 1983 fam prica 
vonld hoTa approzinatod 76 canta a poond iaataad of tha 66 conta it actual ly «aa. If 
•o, tha 12.7 Billion balaa actually aold would hava brought an additional 10 canta a 
poond or 48 dollara a bala. Thia aaana tho total loaa on cotton actually aold 
ozeoodod 600 ailliorf dolUra. 

Furtharaora, total aalaa would ha^o incroaaod by aera than 1 ail lion balaa, which 
nt 76 conta a pound aafcoa tha loaa on cotton not aold roach 400 aillion dollara. 
Thoroforo tho total rowcnua loat to cotton faraara froa tho avalancha of cotton 
toxtiln iaporta aay hava approachad ono billion dollara in 1983 alona. 

Cotton producara ara aaking a atrong affort to bo aora coapotiti^o. Va hava a 
aarkot-oriantod fara prograa, and wo ara invoating aopa 20 aillion dollara par yoar 
of onr own aonay in adwartiaing,' proaotion, roaoarch, and othar aarkat da^lopaant 
prograaa. «a haw had conaidarabla auccaaa, aapaeially in tha doaoatic aarkat, in 
rogaining apparal and othar aarkata. But unlaaa aoaathiag ia dona to aodorata 
toztila iaport growth, it appoara wo will havo built aarkata for tha bonofit of 
foraign cotton growora. 

Thank you for providing ua with tha opportunity to bring thia aorioua probloa to 
your at tout ion. 
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'Chart 1 
U.S. COTTON TEXTILE MARKET 
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Senator Danforth. Senator Heinz. 

Senator Heinz. Mr. Chairman, I have only one brief question, 
which I will direct at Ray Shockley. I think most of us who have 
seen what has happened to the textile and apparel garment indus- 
try over the years recognize the concerns that you and the others 
have expressed. What would be, as a practical matter, vour first 
preference that we— Government — whether it be the administra- 
tion or the Congress do about it? 

We are about 7 weeks from a Presidential election, and we are 
about 3 weeks from the end of the Congress. In that context, what 
do you suggest — what are you urging most? 

Mr. Shockley. Senator, in that context we would urge that order 
be brought to the system, and one way to do it would be to freeze 
imports at the levels of 1983, which were record levels. Another 
way would be to put some sort of system in place on a global basis 
that would allow access to this market bv tiiose developing coun- 
tries that are assured access under the MSA and frequently are pe- 
nalized by the huge share of the market that the large ones like 
Korea, Taiwan, Hong Kong, Japan, and China have. That would be 
another way to do it. Some sort of a system of global control, but 
we think that the freeze is needed. We are also very seriously con- 
cerned about something that the Congress can do now, and that is 
the Israeli free trade zone area. We see this as a very serious prob- 
lem for our industry. We appreciate the help that some members of 
this conmiittee are offering and giving on this. We are very con- 
cerned that this would be a very severe step backward for us, and 
we certainly would like to see textiles and apparel exempt from 
that. We think if you give it to Israel, then who is next? Atid how 
can you then sav when another country comes along and wants a 
free trade zone tnat, no, we are not going to give it to you? 

Senator Heinz. Mr. Chairman, thsmk you very much. 

Senator Chafee. Senator Long. Senator Moynihan. Senator 
Mitchell. 

Senator Mffchell. Mr. Shockley, I would like to ask you, first, 
whether you would conclude that the increase in imports in the 
textile and apparel industry has exceeded the rate of growth of the 
domestic market in those products. 

Mr. Shockley. Senator Mitchell, it has indeed exceeded the rate 
of growth. The market has been going at an annual rate of about 
1.5 percent. Before this surge, it was going at about 8 percent. Now, 
last year — I am talking about imports versus the market — against 
the 1.5 percent growth, imports increased 25 percent last year. I 
think any projection will show that they will mcrease 40 percent 
this year. Per capita fiber consumption in this country peaked at 
60 pounds in 1973, and it has declined ever since then. It is now in 
the range of about 54 pounds. So, the real offtake of all fibers is 
down, but the share of imported fibers produced in other countries 
has increased enormously. So, the whole structure is suffering. 

Senator Mffchell. Let me see if I understand you because you 
used several figures. Is it your understanding that the domestic 
market — and I would like you to specify what domestic market you 
are talking about— grew last year by about 1.5 percent? 

Mr. Shockley. Yes, sir, probably that, Senator. It has a historic 
range over the last 10 years of no more than 1.5 percent. It migh^ 
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not have grown actually that much last year — if you look at the 
historic base. Now, last year was a recovery year from the reces- 
sion when the industry was building inventory, and production did 
go up. But now, we are building inventory much, much faster than 
we are having offtake of our product. 

Senator MrrcHELL. And what domestic market are you talking 
about? Could you be specific there? 

Mr. Shockley. We are talking about textiles, Senator, that are 
purchased for use in the United States from all sources. 

Senator MrrcHELL. I see. And what rate of growth was there for 
imports of those products last year? 

Mr. Shockley. Last year imports grew 25 percent across the 
board. In some products, they grew much larger than that, and 
some, of course, less. This year we are looking at a 40-percent in- 
crease, and we think that conservative. We will bring in 10 billion 
yards at least this year as opposed to 7.4 billion last year, which 
was a record, as opposed to 4.9 billion in 1980, which is a doubling 
in a very short period of time. 

Senator MrrcHELL. All right. Now, could you tell me what were 
the figures regarding growth — comparable figures — in the previous 
year? In 1982? 

Mr. Shockley. The growth in imports in 1982? 

Senator MrrcHELL. And the market. 

Mr. Shockley. Senator, I will check this and supply it for the 
record. My colleague says it was 3 percent, and we will verify that. 

Senator Mifchell. That is imports? 

Mr. Shockley. Yes, sir. 

Senator Mffchell. And what was the growth of the domestic 
market in 1982? 

Mr. Shockley. In 1982 the market probably wasn't growing at all 
because there was a very deep recession. 

Senator Mffchell. So, would it be a fair conclusion that the do- 
mestic market experienced no growth or perhaps even declined in 
1982? 

Mr. Shockley. Yes, sir. 

Senator Mffchell. All right. Now, you will recall in 1980 a com- 
mitment was made by then-candidate Reagan to the industry re- 
garding imports and domestic growth. Ck)uld you describe what 
your understanding of that agreement was — or that conunitment 
was? 

Mr. Shockley. Our understanding was that the commitment, 
one, recognized at that point there were 2.3 million textile apparel 
jobs in the United States, and that those jobs should be kept here. 
And, two, the way to do that was to relate the growth of imports to 
the growth of the domestic market. 

Senator Mtfchell. And what did you understand by relating? 
That is, did you understand it to mean holding the increase in im- 
ports roughly comparable to the level of increase of the domestic 
market? 

Mr. Shockley. Yes, sir; we did understand that. Senator, if I 
might just add there one point. The multifiber arrangement exists 
as a viable instrument internationally on the basis that it gives the 
truly developing coimtries access to the growth of the developjed 
country markets and conversely it gives the developed country in- 
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dustry also access to that growth. We never asked that imports be 
stopped, and if we did, we have done a miserable job. 

Senator Mttchell. So, in fact, the growth in imports has been far 
more rapid than the growth in the market to the extent that any 
growth has occurred? 

Mr. Shockley. Yes, sir. 

Senator Mitchell. Right. Mr. Huff, do you agree or disagree 
with any of the answers given by Mr. Shockley to my questions? 

Mr. Huff. I agree. As a matter of fact, the penetration of im- 
ports as a percentage of the total apparel offtake in the United 
States has gone in the last 2 years from around 34 percent of all 
the apparel offtake furnished by imports in 1983, and it is around 
41 percent for the first 8 months of 1984. So, you can see the actual 
penetration has gone up. 

Senator Mitchell. And do you agree that there was a commit- 
ment made in 1980? Are you aware of that? 

Mr. Huff. Yes. 

Senator Mitchell. And at least as far as the figures that you 
have given me, the only relationship between imports and growth 
is that imports grew 20 times faster than the domestic market in 
1983. 

Mr. Huff. That has been the result. 

Senator Mitchell. Mr. Barr, do you agree or disagree with the 
answers given by Mr. Shockley and Mr. Huff to my questions? 

Mr. Barr. Yes, sir; I agree. If those figures seem to differ some- 
what from my testimonv, my testimony related only to cotton tex- 
tiles. They are talking about the entire textile industry. 

Senator Mitchell. With respect to cotton textiles, has there been 
a substantial growth in the domestic market? 

Mr. Barr. Tremendous. There has been a growth in the domestic 
market in cotton textiles, but the imports have been far greater 
than the growth in the market. 

Senator Mitchell. They have? 

Mr. Barr. Yes, sir. 

Senator Mitchell. Fine. Do you have the figures for 1983 and 
1982? 

Mr. Barr. If you will notice on the second page of my testimonv, 
there is a chart. We can extrapolate from that. It looks like 1982 
was about the low of our consumption. It started growing rapidly 
from that point. 

Senator Mitchell. If it is in your testimony, Mr. Barr, I won't 
take up the time of the other committee members. I will get it out 
of that. I thank you, Mr. Chairman. 

Senator Danforth. Senator Chafee. 

Senator Chafee. Thank you, Mr. Chairman. Gentlemen, of 
course, what you are presenting here is a classic problem that we 
deal with all the time in a host of industries. But I think that in 

{rour industry it is somewhat different, for instance, from the prob- 
ems that we wrestle with in the steel industry. That is, I don't 
think anybody can say that in your industry we are dealing with 
extremely profitable industries or extremely high paid workers. 
Where do the textile workers rank on the wage scales of America? 
I would say in the lower part, are they not? They are certainly not 
in the higher part of the industrial ranking. 
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Mr. Shockley. Senator, we can supply that precisely for the 
record. I would say that our average wage is lower in the textile 
industry and is even a bit lower in the apparel industry, in terms 
of manufacturing industries. 

In terms of other industries, such as retailing and others, our 
wage is much higher. 

Senator Chafee. I would appreciate it if you could supply that, 
and also if you could make some comparisons. Put it in some com- 
parative figures so that we are working from a common base. In 
other words, give us figures on what the steelworkers make, what 
the autoworkers make, and where you rank compared with, say, 
metalworkers, and so forth. 

[The information requested follows:] 
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Mr. Shockley. I would be happy to do that, Senator. We also 
could supply information that we haven't given on who is working 
in this industry. The ethnic minority is approximately 20 percent 
in textiles; and apparel about 33 percent, that 80 percent and more 
in apparel are female, and in textiles they are 40 percent and 
more. Many of these people, particularly in the apparel industry, 
are entry level skills. When thev lose their jobs, they go on transfer 
pasmiente. They become part of the human misery s^e that is al- 
ready devastating. For example, in New York State 

Senator Chafee. Well, Mr. Shockley, I am with you. You don't 
have to convince me, but we are limited in time here. You have got 
a good case there, I think. Now, you spoke in opposition to the Is- 
raeli freetrade zone. I believe that was approved here unanimously, 
although we had some misgivings about specific products. And 
someboidy on the committee can correct me, but as I reccdl the 
STR, Ambassador Brock urged us not to make any specific restric- 
tions on that because he thought the overall arrangement was good 
for U.S. exports. If there were specific problems that we had — for 
instance, I had some misgivings on imports of gold chain jewelry — 
and Ambassador Brock indicated that that could be taken up sub- 
sequently on individual negotiations with Israel in the context of 
the freetrade zone. Is that the way other members recall it? 

Senator Mitchell. Just to make the record clear. Senator 
Chafee, I offered an amendment to exempt textiles and footwear 
which was defeated in the committee. And then the committee ap- 
proved, I believe, by unanimous or nearly unanimous vote the free 
trade zone. 

Senator Chafee. So, what is your concern about the Israeli free 
trade zone, Mr. Shockley? That is something that is before us right 
now, as you know, on the floor of the Senate. Are you concerned 
that this will set a precedent or that, in this speciflc matter, that 
there will be textiles coming through that route? 

Mr. Shockley. We are concerned about the idea of transship- 
ments, when vou consider where Israel sits on the trade route of 
the world— of the Middle East, of the Indian Ocean, of North 
Africa. The fact that textiles are such a huge part of our whole 
trade thing. Senator Chafee the big lobbying effort here at this 
point is fighting the textile/apparel exemption, which seems to 
telegraph to us that we are probably the biggest and most impor- 
tant slice of pie in that whole package. We are also concerned that 
it is going to move our customs border to Israel without any en- 
forcement. 

Senator Chafee. I don't think any of us in considering legislation 
for the Israeli freetrade zone looked on it as being a route for im- 
ports to come into Israel and then to come here duty-free. If that 
was the arrangement, I didn't understand it. I thought it was just 
for Israeli manufactured products. 

Mr. Shockley. Senator, transshipment is one of the very largest 
problems that we have in the whole trade area at this time. And it 
is all over the world. The customs r^ulations in one sense tried to 
deal with a phase of that, but if you set the freetrade area up, we 
believe that it will happen. Mr. Nehmer, who is an economist, has 
done some work on that, and he will testify later with more specif- 
ics, but we see it as a very serious problem for us, and we don't 
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believe that the U.S. Grovemment can successfully stop with just 
granting Israel a freetrade area. The time will come when someone 
else with a bigger problem and maybe a bigger stick over our heads 
comes in and asks for the scune thing. 

Senator Chafee. Let me ask you. In your testimony, Mr. Shock- 
ley* you said that the U.S. textile industry purchases around 6-mil- 
lion bales or about half of the cotton which U.S. acreage produces. 

Mr. Shockley. Yes, sir. 

Senator Chafee. In other words, the textile industry in the 
United States takes about half the cotton production in the United 
States. 

Mr. Shockley. Right. 

Senator Chafee. What happens to the rest of it? Mr. Barr, 
maybe you can address this. 

Mr. Shockley. I might take a quick shot at it, and that is that 
the rest of it — or most of the rest of it — is exported or some of it is 
used for other purposes here, but most of it is exported. We are, 
though, a residual supplier of cotton to the rest of the world. We 
sell it when no one else can offer a better price. The U.S. textile 
industry is the only reliable customer. Were that not the case, why 
has the Grovernment every year since 1939 limited the importation 
of upland foreign cotton to 30,000 bales a year? It recognizes that 
when cotton acreage isn't growing cotton, it is growing wheat and 
com and soybeans, and that 1,900,000 foreign bales that we 
brought in last year in the form of textiles meant that much U.S. 
cotton acreage was displaced. That land did not lie fallow between 
California and the Carolinas, it shifted to other crops. 

Senator Chafee. Now, what do you say to the panel— the third 
panel — of Mr. Hays from the major department stores and Mr. 
Gluckson from the Association of Exporters and Importers and the 
president of Zajn-e? All of them are going to say this is a marvelous 
thing for the consumer, that he is getting a product— a quality 
product— at a lower price, and that is what makes the world go 
around. 

Mr. Shockley. Senator, we in the first place don't subscribe to 
that. 

Senator Chafee. No, I know you don't. 

Mr. Shockley. But we are aware of the markups that the con- 
sumer does not get advantage of. We are concerned about that fact. 
We have never tried to stop textiles from coming in. We have tried 
to have an orderly system, and I would say to our retail customers 
and our good friends that it is in their interest to have a strong 
domestic textile industry. They don't want to be in the hands of 
cartels that can form in the Pacific and elsewhere. Remember that 
textiles and apparel are an essentiality of life. You aren't dealing 
with a frivolous item. At some point in time 

Senator Chafee. They are going to dismiss the argument about 
cartels, though. They are going to talk about Taiwan and Korea 
and Singapore and Sri Lanka — how are they going to get together 
on a cartel? 

Mr. Shockley. I think that the history of OPEC is one answer to 
that, Senator. 

Senator Chafee. I think you need a stronger argument than 
that, Mr. Shockley. I am sjmipathetic with what you are trying to 
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do, but these folks are going to present a very, very strong argu- 
ment in behalf of the consumer. 

Mr. Shockley., We don't think that the argument flies. That is, 
the argument on behalf of the consmner. Now, most people are 
aware of the fact that you go into the average store and you buy an 
imported shirt versus a domestic shirt of equal Quality, and the 
price is approximately equal. There may be some fractional differ- 
ence. The consumer is not benefiting to the extent that people are 
led to believe that he is, and I think that that can be clearly dem- 
onstrated. 

Senator Chafee. Then why are they buying these imports? 

Mr. Shockley. I think if you can buy an item and mark it sever- 
al times more than you can one domestically, I don't blame them 
for bujdng it. I say that our Grovemment should 

Senator Chafee. No, I don't mean that. Why is the public buying 
it? 

Mr. Shockley. Because it is offered, and because it is there. You 
see in many stores — not all— but many retail stores are heavily 
tilted toward domestic products, but you will see in most stores, on 
most racks — apparel racks — in women's wear particularly, more 
imported materials offered than domestic material. 

Senator Chafee. Senator Moynihan. 

Senator Moynihan. Mr. Chairman, you have a long morning 
ahead of you, and I won't prolong it. The questions have been good 
and the responses have been very helpful to me. If I may, I will 
just speak to Mr. Shockley as the representative of this panel. As 
my colleagues here have heard, I was one of the persons who nego- 
tiated the long-term cotton textile agreement in 1962 for President 
Kennedy. I also see Stanley Nehmer, who was a young diplomat at 
the time, and is still young but no longer a diplomat [Laughter.] 

Senator Moynihan. And I remember those concerns very well. 
Would you remember by any chance what we imported in 1962 or 
1963 in square yards equivalent? 

Mr. Shockley. Yes, sir. Senator, it was about 1.4 billion during 
that general time period — somewhere between 1962 and 1964 — 
about 1 billion 400 million square yards eouivalent. 

Senator Moynihan. And you said to Senator Mitchell that in 
1980 you brought in 4.9 billion in that 1 year alone? 

Mr. Shockley. Yes, sir. 

Senator Moynihan. So you added 3.5 billion square yards over 18 
years? 

Mr. Shockley. Yes, sir. Some years it was higher than that. 

Senator Moynihan. But roughly speaking, in 18 years, you had 
an increase of 3.5 billion square yards equivalent, correct? 

Mr. Shockley. Yes, sir. 

Senator Moynihan. Then last year imports totalled 10.3 billion 
square yards equivalent? 

Mr. Shockley. This year they will. 

Senator Moynihan. So, in the 3 years 1981, 1982, and 1983, you 
have an additional 5.4 billion square yards equivalent in imports? 

Mr. Shockley. If you had 1984 in there. Between 1980 and 1983 
we added 

Senator Moynihan. 1981, 1982, 1983, 1984— those 4 years. So, 
what you are saying is that in the 18 years that followed the long- 



Digitized by VjOOQIC 



29 

term cotton textile agreement — then the other agreement came in 
such as — the multifiber agreement — there was an increase of 3.5 
billion square yards equivalent in imports? 

Mr. Shockley. Yes, sir. 

Senator Moynihan. - And in 4 years of the present administra- 
tion, imports have increased an additional 5.4 billion square yards 
equivalent. Would you say you had been let down by this adminis- 
tration? 

Mr. Shockley. We would say we have had a huge surge of im- 
ports. 

Senator Moynihan. Do you say that to the chamber of com- 
merce? 

Mr. Shockley. Yes, sir. 

Senator Moynihan. I will bet you don't. [Laughter.] 

Mr. Shockley. Yes, we do. 

Senator Moynihan. I will bet you don't. 

Mr. Shockley. Every time we get a chance, we do, Senator. 

Senator Moynihan. In print? Would you send us a copy of your 
letters to chambers of commerce? We would like to put them in the 
record. 

Mr. Shockley. All right. [Laughter.] Let me see if we can find 
some. 

Senator Moynihan. If you can find one. I thought you said every 
chance you get. I am serious. Mr. Shockley, there are real problems 
in this industry, and we have known about them for a very long 
time, and they are genuine and we share your concerns. Were you 
a member of the association when we were negotiating in Geneva? 

Mr. Shockley. I was indeed. 

Senator Moynihan. So, you and I are just about the oldest people 
in this business? Is that right? 

Mr. Shockley. And Stanley Nehmer, and Murray Finley and 
Chick Chaikin. 

Senator Moynihan. And Stanley was in the State Department. 
All right. We have been at this a long time. What has wrecked 
your industry in the last 4 years is the exchange rate, sir. The 
dollar — The Coimcil of Economic Advisers in the report which the 
Secretary of Treasury suggested we tear up, said that the dollar is 
overvalued 42 percent. Now, do you suppose you can overcome a 42 
percent difference in the exchange rate? That is why in the last 4 
years you have had a larger increase in imports than you had in 
the previous 18. If you don't think so, say so, because that mecuis 
we don't have to do anything about it. 

Mr. Shockley. No, Senator, we agree with you that the exchange 
rate problem is a huge one for us. It has cost us about 700 million 
pounds of exports. It has been a part of this surge. And for the 
record, we have done some work on this. I don't have it with me. 
We believe that at least maybe 30 percent of this surge is attributa- 
ble to the exchange rate. 

Senator Moynihan. 30 percent. What are exports? 

Mr. Shockley. Now, exports were running at about 3 or 4 billion 
pounds — something like that — and they have fallen to 

Senator Moynihan. Pounds? 

Mr. Shockley. Pounds. About 3.5 billion pounds, and the most 
recent year they were down to 
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Senator Moynihan. C!ould you help me, Mr. Shockley? We were 
using square yard equivalent and you have turned to pounds. 

Mr. Shockley. All right. We have it either in dollars or in 
pounds, Senator, We don t have it in yards. We can supply that for 
the record though. 

[The following information was subsequently submitted for the 
record:] 

Imports of Textile and Apparel 

[Billion squaie yard equivalents] 



Total Knports pievioiis year 
(percent) 



1979 4.6. 

1980 4.9 4-5 

1981 5.8 +18 

1982 5.9 +3 

1983 7.4 +25 

1984 » 10.3 +39 

1 January— September at annual rate. 

Senator Moynihan. All right. In 1980, what were you exporting? 

Mr. Shockley. In 1980, we were exporting 1.3 billion. 

Senator Moynihan. And what are you exporting this year? 

Mr. Shockley. 700,000. 

Senator Moynihan. So, your exports have been cut in half? 

Mr. Shockley. Yes, sir. 

Senator Moynihan. And your imports have, by these same num- 
bers, doubled? 

Mr. Shockley. More than doubled. 

Senator Moynihan. More than doubled. Well, surely, the point is 
that today the Government announced the Icurgest quarterly trade 
deficit in history. We are dealing with an elemental problem of the 
mismanagement of fiscal and monetary policy in the last 4 years, 
and it really doesn't enlighten this committee very much if you 
come in and talk quotas and limits and things like that as if the 
fundamental problem that has hit you in the last 4 years has not 
been a different one all together. 

Mr. Shockley. We don't dispute your contention that the trade 
deficit is greatly enhanced by the currency, and the currency is a 
huge problem for us, and we as much as anyone would like to see 
something done about it. We despair about it, but we have not been 
able to do that. Senator, and so our effort has been to try and get a 
handle on the program any way we can. We have certainly talked 
about the dollar — the fact that it is overvalued, that it has hurt us 
hugely, and we would certainly like to see something happen to 
correct that. 

Senator Moynihan. I thank you very much, Mr. Shockley. I just 
think that one segment of American business after another comes 
before this committee talking about very serious problems, but 
never mentioning what the principal origin is. So, I would like to 
see that correspondence you have with the Chamber of Commerce, 
and we would appreciate that. 

Mr. Shockley. All right, sir. 
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Senator Moynihan. I am serious. I would like to see something 
that the textile industry has said on the subject of the management 
of fiscal and economic or monetary policy and exchange rates. 

Mr. Shockley. We will be happy to, Senator. 

Senator MoYNraAN. And what have you done? 

Mr. Shockley. Our leadership has made speeches. I don't know if 
letters have been written to the Chamber of Commerce about it, 
but we have certainly 

Senator MoYNfflAN. I would appreciate it, and I thank you very 
much. And thank you, Mr. Chairman. 

Senator Danporth. Grentlemen, thank you very much. 

The next panel Mr. Sol Chaikin, president of the International 
Ladies' Garment Workers' Union, and Mr. Murray Finley, presi- 
dent of Amalgamated Clothing and Textile Workers Union. Mr. 
Chaikin? 

STATEMENT OF SOL C. CHAIKIN, PRESIDENT, INTERNATIONAL 
LADIES' GARMENT WORKERS' UNION, NEW YORK, NY 

Mr. ChaiKin. Thank you very much, Mr. Chairman. 

Senator Chafee. Mr. Chaikin, you have got quite a lengthy state- 
ment here, and we have a host of witnesses. Perhaps you could 
summarize this, Mr. Chaikin. 

Mr. Chaikin. I would draw your attention, Senator, and mem- 
bers of the committee, to the statement because I have found in my 
travels around the country and my discussions with Members of 
the Senate and members of the Executive that there is very little 
understanding of the industry, many of whose workers I have the 
privilege of representing. And we have gone to some length to ex- 
plain the nature of this industry. It is one of the reasons, for exam- 
ple, that although we have an extraordinary community of interest 
with employers in the textile industry and the workers — union and 
nonunion— in the textile industry, why my colleague, Murray 
Finley, and I are testifying separately in a separate panel. Because 
there are very serious differentiations that must be made while we 
talk about the textile and apparel clothing industry. There are 
great distinctions between textiles and then the making of appar- 
el — the downstream product. Permit me. Senator Chrfee, to de- 
scribe for a few moments the nature of our industry. To begin with, 
we are an industry that consists of well over 20,000 plus individual 
entrepreneurs who can fairly be called the epitome of small busi- 
ness. As a matter of fact, the competitive status is such that it 
could fairly be said that the making of clothing and apparel are 
among the last vestiges of a free democratic competitive capitalism. 
There are thousands of individual entrepreneurs— no single entre- 
preneur controls more than 1 percent of the market. 

Senator Moynihan. Mr. Chaikin, look out, you will get in trouble 
with the Pope. [Laughter.] 

Mr. Chaikin. I will be careful. The fact is that the people who 
are employed in this industry in the magor cities — mamy of them 
are ethnic minorities and blacks, Hispanics, newly arrived Asiatics 
into the country as a result of the more generous application of im- 
migration quotas. And the small communities through New Eng- 
land and Pennsylvania and going South and going out West, the} 
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have what we call indigenous Americans, and they represent the 
communities which have settled there in the recent past and 200 
years ago and more. They are employed in small factories. And 
when these factories go down, they go down with hardly a whimper 
and with very little public notice, unlike steel or unlike automo- 
biles or machine tools, which generally employ thousands of work- 
ers in any one single institution, and which have a macho image in 
the United States. The demise of tens and literally hundreds, and 
in recent years thousands, of these small factories and small busi- 
ness people have hardly received the death notices to which they 
were richly entitled. 

These industries— textile, apparel, and clothing— used to employ 
a short decade or more ago 2.5 million workers. Today they hardly 
employ 1,700,000, and those who are employed work much shorter 
hours than indeed they would like to work or used to work. The 40- 
hour weeks in the textile, apparel, and clothing industries are not 
as frequent any more as they used to be. The average unemploy- 
ment rate in these industries today is at least double the national 
unemplo3mient rate, over and above the short hours which they 
have been working. It is a labor intensive industry, and that means 
that a very large portion of the selling price — the wholesale selling 
price of the product is paid over in direct wages. There were some 
questions asked about the posture of the average earnings in this 
industry compared to the average earnings across the country and 
in relationship to the higher paid workers in auto and steel. Let me 
say to you bluntly that the average earnings in the apparel indus- 
try — union and nonunion— across the country is under $6 an hour, 
with fringe benefits to match, which means that the benefits are 
not very generous at all. Now, you compare that with the average 
hourly industrial rates in the United States today of slightly over 
$9.10 an hour with fringe benefits attached to that kind of earning 
opportunity. And you compare that with the wages of steel and 
auto, which exceed $10, $11, and $12 per hour with the most gener- 
ous fringe benefits attached to it. So, you have an idea of the rela- 
tionship. No. 1, the workers in the industry are not the fat cats of 
American industry and by no stretch of the imagination could it be 
claimed that they have priced themselves out of the market. 

No. 2. The average cost of clothing over the last 10 to 15 years in 
the United States has increased hsdf as much as the general CPI. 
The industry itself has suffered tremendously because of the ex- 
traordinary import penetration of goods made overseas into the 
United States market. 

Senator Moynihan. Mr. Chaikin, could I lUst interrupt and ask 
you to repeat something I heard, but I don t think it quite regis- 
tered? The difference between wage rates and CPI changes in the 
last period 

Mr. Chaikin. The difference between price increases of textile, 
apparel, and clothing across the board is about half the rate of in- 
crease in price 

Senator Moynihan. Half the CPI? 

Mr. Chaikin. Half the CPI over a long period— 15 years or more. 
As a matter of fact, even during years when the import penetration 
was quite minimal and something which the industry could handle, 
the increase in price of textile, apparel, and clothing has been ap- 
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proximately half that of the increases in price or cost of all of the 
other items that have made up the price index. 

Senator Moynihan. Your union is well-known, as is Mr. Finley's, 
for its economic analysis of the industry. What do you attribute 
that to? That could be just a huge increase in productivity. Things 
like that have happened. Or is it a lag in wages? 

Mr. Chaikin. No, it is a lag in wages because of the extraordi- 
nary competition that exists within this industry. We are not a 
share monopoly. We are not an oligopoly. There are no 3, 4, or 7 or 
10 producers which dominate the market, and so there has been no 
opportunity for the employers in the industry to administer prices 
or to set a standard or a price point to which others repair because 
of the circumstances in the industry. It is labor-intensive, and you 
don't need much capital to get in, and a couple of bad seasons in 
the industry will push you right out. And there is this churning 
and extraordinary competition on the part of small businessmen 
for a share of the consumer's dollar. And that has a depressing 
effect — a chilling effect on the ability— first of the employers to 
command their price in the extraordinarily competitive market- 
place and, second, downstrecun the ability of the workers to negoti- 
ate or to command the kind of wages which would give them a 
decent living. We characterize ourselves as very often representing 
people who could be fairly categorized as being among the working 
poor across the country. Let me say simply that our employers are 
tough and they run lean and mean. The technology in the industry 
is simple, and we use the state of the art technology by and large, 
as well as the new factories that have been set up overseas in 
Taiwan or Red China or Hong Kong, or any of the other suppliers. 
The designs, the creativity, the patterns, the size ranges are Ameri- 
can made, American conceived, and they are sent overseas so that 
the foreign producers use them, and they produce strictly for not 
their own consumption but for the American market and the 
common market as well for the Western industrialized societies. 
So, it isn't a case, as you might expect, for example, in Japanese 
automobiles. The reason Japanese automobiles made a penetration 
into the United Stetes is that they made them for the Japanese 
market, and they made them for a market that had no access to 
energy and paid the world price for oil. They made them small. 
They made them well. They made them good. And when they start- 
ed to come into the United Stetes at a propitious moment, the 
Americans liked them and they bought them. That has never been 
the case here — they didn't produce items of apparel in Hong Kong 
for the use of the people in Hong Kong and then have American 
consumers see them in Hong Kong or see them in magazines and 
order them by the tens of millions of garments. Quite the con- 
trary — apparel factories were set up to provide access to the Ameri- 
can market. There are questions that may have been asked about 
how come they are bought in the store? Merchandisers put the 
stuff on racks and put them up front. They advertise them widely. 
Thev promote the sale of these items. Merchandisers have gone di- 
rectly to these countries overseas and set up offices and buying of- 
fices, and they buy directly — ^b3rpassing in many cases the Ameri- 
can manufacturer, whether the American manufacturer is a part 
time importer or not. They promote these goods, and they will con- 
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tinue to do it because the profit margin in so great on imported 
material as against domestic-made products. And I have testified 
before subcommittees of the House Ways and Means Committee 
and subcommittees of this Senate committee, and have had individ- 
ual conversations, and have pointed out time and time and time 
again that in a free enterprise system and in an open-market econ- 
omy and where the Government does not intervene rationally and 
importantly, in spite of the MFA, that this process will snowball as 
it has. And next year and the year after, the products that come in 
from overseas are going to be increased in volume, and concurrent- 
ly and concomitantly, emplo3mient in the industnr will go down 
and down and down, and small businessmen daily are being 
washed out with the loss of their meager capital and the loss of op- 
portunity to keep their communities alive and vibrant. 

Senator Moynihan. If I can interrupt just once more, in your tes- 
timony you make the point that with women's apparel, the market 
penetration is now more than half. 

Mr. Chaikin. That is right. More than half the value of all the 
items of ladies and children's apparel sold over the counter comes 
from overseas. And that is an import penetration which is unbear- 
able. 

Senator Moynihan. This would be the first year— 1983— that this 
has happened? 

Mr. Chaikin. It approached 50 percent in 1983. It is above 50 per- 
cent now. 

Senator Moynihan. It has now gone past that? 

Mr. Chaikin. In the first 7 months of this year, the surge of im- 
ports of ladies and children's apparel has been horrendous. Now, if 
I may, I would like to just read the last two pages of the written 
testimony. We talk about the MFA. We say that there are many 
other needed areas for revision of MFA under U.S. Government 
sponsorship. We need to eliminate minimum growth provisions in 
view of our relatively static domestic apparel market in recent 
years. And the fiexibility provisions should be eliminated. The 
United States maintains in words the right, as an importing 
nation, to prevent market disruption, while allowing these provi- 
sions to continue in effect. The simple fact is that an importing 
nation should know its own market and should know how these 
two provisions fly in the face of preventing market disruption. 
Such changes in the structure of MFA may give the recent actions 
of the administration some significance. Until this happens, howev- 
er, these actions will serve primarily as window dressing. Imports 
will continue to flood the country, increasing massively from 
month to month and from year to year, and more and more jobs 
will be lost in our country. You asked. Senator, about the relation- 
ship of the high dollar as it concerns imports and/or exports. 

Let me say that in the making of apparel, to begin with, the 
dollar is linked, for example, to the currency in Taiwan and in 
Hong Kong, that it makes no difference whether the dollar is weak 
or strong. No domestic industry that pays as little as almost $6 an 
hour can compete in labor-intensive products with wage rates of 16 
cents an hour in the People's Republic, wage rates of 63 cents an 
hour in Taiwan, 57 cents an hour in South Korea. It makes no dif- 
ference whether the dollar is twice as strong or three times as 
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strong. Now, on the other hand, in the making of textiles, the 
strong dollar is a factor. It is a factor in exports of textiles, which 
alwa3rs took place historically in the United States, but so far as 
the export of apparel is concerned, there was little or nothing ever 
done in comparison with the strength of the industry or the sum 
total of the value of the products of the apparel industry. With 
us — a labor-intensive industry — ^the key to our lack of competi- 
tion — competitiveness — ^which is the new buzzword — is not the 
technology. We use the state-of-the-art technology. It is not our 
style sense or fashion creativity. It is all ours and not theirs. It is 
not anything except the comparative advantage which they have, 
which is their abject poverty, and the wage rates are a reflection of 
that. And it is impossible under any circumstances in a free and 
open market to compete with those products. 

Senator Danporth. Mr. Chaikin, thank you very much. Mr. 
Finley? 

[Mr. Chaikin's prepared statement follows:] 
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TESTIMONY OP SOL C. CHAIKIN, 

PRESIDENT OP THE INTERNATIONAL LADIES' GARMENT WORKERS' UNION 

BEPORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE 

UNITED STATES SENATE COMMITTEE ON FINANCE 

September 18, 1984 

Thank you, Mr. Chairman and members of the Committee, for the 
opportunity to address the question of America's apparel industry in the 
context of the trade agreements program. My name is Sol C. Chaikin and I 
am President of the 270,000 member International Ladies' Garment Workers' 
Union. 

The apparel industry is an exemplar of light, labor-intensive 
manufacturing. Labor-intensive employment represents 42% of American 
manufacturing employment, roughly some 8 million out of 19 million jobs. 
Indeed, the nation's single largest industrial employer is the 
apparel-textile complex. These two industries are closely related, one 
as a supplier to the other. With 1.8 million jobs today (a drop from 
roughly 2.5 million in 1974), the textile-apparel complex employs 
approximately 1 out of every 8 American production workers ^ — more than 
basic steel, auto assembly, and chemical refining combined! 

Labor-intensive apparel manufacture is, by and large, conducted on 
a small scale, with the average firm employing fewer than 50 workers. 
When an apparel factory, employing an average of 50 workers, mainly 
women, closes, it attracts little media or government attention. Even if 
200 such shops around the nation close at or about one time, affecting 
10,000 workers — as is often the case — the same lack of attention 
prevails. 
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The small firms which characterize the apparel industry are 
generally undercapitalized. While most major corporations are able to 
borrow funds below the prime rate, the typical firm involved in 
labor-intensive production roust seek funds at factored rates which 
average far above the prime. Furthermore, fully half of all 
labor-intensive firms are unable to secure any credit from conventional 
sources. Capitalization, however, is not the crucial problem of the 
labor-intensive sector. The major problem is the trade policy pursued by 
the U.S. government. 

At the height of foreign competition in the auto industry, 27% of 
domestic sales went to imports. In the case of steel, import penetration 
represents about 22% of the domestic market. I do not mean to minimize 
the impact of imports on jobs in these industries. I would, however, 
point out that such import levels were surpassed many years ago in most 
labor-intensive industries, some of which have been virtually 
eliminated. Home elect rooics is one such example and non- leather shoe 
manufacture is rapidly becoming another. In the case of apparel, in 1983 
fully 45% of the domestic market had been taken over by imports. In 
women's apparel, the penetration rate was more than 50%. In the first 
seven months of this year, compared with the same period in 1983, apparel 
imports have increased a further 29 percent. 

Some critics of American industry as a whole have contended that 
growing concentration of ownership has led to management's failure to 
invest domestically in state-of-the-art technology as well as to a 
decline in the incentive to compete. They assert that lack of 
competition has resulted in such management decisions as "planned 
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obsolescence," and, perhaps more important, a general lowering of the 
quality standards of American products. This is not the case in the 
apparel industry. 

In the apparel industry, no single manufacturer represents as much 
as 1% of domestic production and there are more than 25,000 firms engaged 
in cutthroat competition. Competition and ease of entry characterize the 
industry to such an extent that Adam Smith, were he alive today, would 
use the apparel industry as a classic textbook example, perhaps the only 
one remaining, of a truly competitive industry. 

Minimal capital requirements provide entrepreneurs here and abroad 
with extreme ease of entry into labor-intensive industries, resulting in 
an intensity of competition unprecedented in steel, auto, aerospace and 
high tech. 

The requisite machinery is low tech, of simple design and 
comparatively inexpensive. In labor-intensive industries, a factory can, 
quite literally, be set up overnight and no producer can exert any 
measure of control over its market; instead effective control is vested 
in a comparative handful of retailing conglomerates, which purchase the 
overwhelming share of output. 

It is the adroitness of the individual worker, not the 
sophistication of machinery, that determines product quality and 
productivity. These circumstances characterize such industries worldwide. 

In a labor-intensive industry, such as apparel production, wages 
are the largest single factor affecting production costs. Indeed, in 
labor-intensive industries, wages are among the lowest in domestic 
manufacturing. For example, American garment workers earn an hourly 
average of $5.85 (Union and non-Union), plus fringes. This compares with 
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an average wage in manufacturing of about $9.10 per hour. In auto and 
steel, of course, the hourly rate of pay is considerably higher than the 
national average. 

Despite an average wage in the lowest 15th percentile of U.S. 
manufacturing worker earnings, and the resultant competitive pricing 
practices of domestic manufacturers, importers of labor-intensive 
products have sought out those parts of the world where wages and living 
standards are even lower; where poverty effectively becomes the measure 
of "comparative advantage.* 

The loss of more than 300,000 jobs in the apparel industry during 
the last 10 years is directly and primarily attributable to a surge of 
imports from nations where wages are abysmally low and human rights and 
the right of workers to organize are virtually non-existent. In the case 
of women's apparel, more than 70% of imports originate in four nations: 
Hong Kong, with an applicable wage rate of $1.18 per hour; Taiwan at 
$0.57; South Korea, $0.63; and the People's Republic of China, where a 
garment worker earns the U.S. equivalent of $0.16 per hour. 

In the developing countries, labor-intensive manufacture is made 
possible with the use of design, machinery and techniques either copied 
from the United States or freely given by U.S. importers. Marketing 
networks are readily provided by the major retailers, who increasingly 
have become direct importers. The "comparative advantage" provided by 
the developing nations is the great disparity in living standards between 
America and the nations which provide the bulk of labor-intensive 
products. 

For this reason, jobless apparel workers in this country will not 
be reemployed as a result of "soft" loans, technological changes in 
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manufacture or 'shaking out" the industry. The only way American garment 
workers could become more "competitive* with overseas producers is if 
their wages were pushed below $2.00 an hour. 

Parenthetically, it is no coincidence that American sweatshops have 
resurfaced in the American apparel industry at this time. Apparently, 
some unscrupulous domestic manufacturers seek to become more 
•competitive* with imports by hiring undocumented workers to work in 
garment shops for wages of $1 to $2 an hour. The reopening of this sad 
chapter in America's industrial history is primarily the result of 
increasing imports. These workers come to the United States to attain 
reasonably better living standards. But many of them find that the wages 
and working conditions of their homelands have been transplanted to the 
United States via the peculiarities of the immigration laws and the 
intense competition spawned by massive import penetration in the 
labor-intensive industries. 

Theory tells us that our consumers should benefit because low-wage 
labor is reflected in retail prices. This is not the case in apparel. 
.Invariably, imported goods retail for the same price as domestically 
produced items of precisely the same design and style. 

How then have imports of labor-intensive goods captured excessive 
shares of their respective domestic markets? Clearly, imports are 
advantageous to the importing retail chains which mark up imports to 
bring the retail price to the same level as domestically produced 
apparel, providing bloated profit margins. Imported apparel, therefore, 
takes center stage in displays and advertising, as well as on the 
clothing racks. 
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Since 1956, imports of apparel have cost the nation more than 
750,000 job opportunities and a consequent loss of many tens of billions 
of dollars in Federal revenue. To these losses must be added additional 
losses to state and local governments from forgone payroll taxes and lost 
property taxes which attend plant shutdowns. All these losses in 
governmental income must ultimately be borne by the taxpayer, who is also 
a consumer. In an era of alarming federal deficits, conserving every 
productive, tax revenue-producing, private-sector job would seem not only 
prudent but essential. 

Sincere concern has been voiced about the effect of reduction of 
imports from the Less Developed Nations (LDC*s) on efforts to eradicate 
Third World poverty. Our national experience with the Marshall. Plan and 
with our policy toward Japan in the immediate post-World War Two period ' 
demonstrated the potential of trade as an instrument in promoting human 
rights and in raising living standards. 

But such benefits have not attended America's policy of permitting 
what is rapidly becoming unrestricted imports from the Third World. 
American trade policy toward post-War Japan, for example, was only one 
component of a comprehensive plan that included the establishment of 
institutions necessary to the existence of a participative democracy, 
including the establishment of an independent labor movement. Such 
measures have been noticeably absent from our economic policies toward 
the developing nations. 

Despite greatly expanded exports to the United States and other 
developed nations, a special report to the Secretary of the ONCTAD 
entitled, "Trade and Development in the Eighties," noted that income 
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distribution in the Third World has become less equal and that the 
poorest 10-20% are actually worse off than they were twenty-five year's 
ago. 

In the developing nations, ruled by autocrats, it is easy to keep 
wages artificially low. In the developing nations, ruled by dictators of 
the political Left or Right, it is easy to keep the workforce in line. 
Among the incentives for such repressive measures is the certain 
knowledge that there are other developing nations eager to host foreign 
investment where the living standards are even lower. The outcome of 
this competition among developing nations to provide conditions most 
attractive to importers, corporate investors and lending institutions has 
been in stark contrast to our nation's original goal of fostering the 
emergence of stable, prosperous democracies worldwide. 

In addition to keeping living standards artificially low, the 
emphasis on export-led Third World development in U.S. trade policy 
diverts development resources from the basic needs of the broad mass of 
Third World populations. Consider the irony of Communist China's 
decision to ration cotton cloth to its own people to permit ever higher 
levels of apparel exports to the United States; or the case of the 
Brazilian government, which ordered millions of acres of cropland shifted 
to the production of sugar cane which would then be converted to a 
gasoline substitute for the privileged few who own cars. 

•The distortions which occur when poverty becomes the measure of 
"comparative advantage" are amply demonstrated by the four major 
apparel-exporting nations. Four Asian regimes, as I have said, control 
more than 70% of the American market for imported apparel. Three of 
them, Korea, Hong Kong, and Taiwan, are demonstrably Newly Industrialized 



Digitized by VjOOQIC 



43 



Countries. They ace' capable, according to conventional wisdom, of 
sustaining economic growth without excessive dependence on 
labor-intensive exports. They are producers of steel, auto and high 
tech. The remaining 30% of the domestic apparel market is spread thinly 
among 142 other nations. This lopsided relationship serves to undermine 
much of whatever positive foreign policy benefits should flow from the 
sharing of our domestic market. 

If sharing such extremely large portions of the domestic American 
market does not help either Third World workers, their American 
counterparts or the American consumer, who benefits? I reiterate, the 
evidence points to the retailing conglomerates in this country, to the 
banks and to the elites of the Third World. 

A rational trade policy is crucial if we are to maintain what 
remains of labor-intensive industries and the jobs they offer to our own 
underprivileged. A policy based on the expendability of labor-intensive 
manufacturing, one that views some industries as "sunset" industries that 
should pass out of the picture and give way to high tech industries, is 
clearly unacceptable. Such a cavalier attitude ignores the human lives 
that lie behind employment and income statistics. Workers in 
labor-intensive industries are overwhelmingly women, with 
disproportionately large numbers of minorities and recent immigrants. 
These workers, many of whom are additionally burdened by poor education, 
and the inability to speak English fluently, have few other job options. 
With few skills beyond manual dexterity, they find a tough living in 
labor-intensive industry. 

While wages in labor-intensive industries may be low in comparison 
to steel, auto, aerospace, rubber or refining, they are, nonetheless. 
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higher than in comparable jobs in the service sector, trhich tend to 
gravitate around the ■iniauii wage. Are we truly prepared to have our 
nation becoae one in which low paid workers will not be able buy back 
what is produced by capital-intensive and high tech industries? Are we 
prepared to see an America with ever-lower living standards? 

The effects of joblessness among our well-paid workers, as well as 
the downgrading of higher paid workers, will translate into greatly 
diminished purchasing power. This should be a matter of deep concern in 
an economy whose growth and prosperity is fueled by consumer purchases. 

Nor can we depend on the panacea of "high tech.* While several 
high-tech industries now post impressive percentage gains in employment, 
during the remainder of the 1980* s they will play a comparatively minor 
role in new job creation in absolute terms. 

Using a reasonably broad definition of high-tech industry, 
including such sectors as electronics, petrochemicals, drugs, engines and 
turbines and aircraft production, high- technology accounted for 6.2% of 
average total wage and salary employment in 1982. By 1995, according to 
the most recent forecast by the United States Bureau of Labor Statistics, 
high-tech's share of employment will be only 6.6%. These industries will 
account for less than 8% of newly cheated jobs during the next decade. 
Furthermore, a substantial percentage of jobs created by high-tech firms 
are really low-skilled jobs providing less renumeration than work in 
basic industries. 

The greatest number of new jobs are expected to be in such 
occupations as janitors and sextons, nurses aides and orderlies, sales 
clerks, cashiers, waiters and waitresses. America's demand for fast-food 
workers will far outstrip demand for computer operators. Only one 
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high-tech occupation — electrical and electronic technicians — is 
projected to be among the top 20 job-producing sectors in coming years, 
and it ranks nineteenth. 

Moreover, the low-paid, unskilled or semi-skilled jobs in high-tech 
are subject to the same external factors which have undercut employment 
in basic industries. Atari's decision to relocate 1700 jobs to Asia 
parallels similar decisions in autos, steel, refining, plastics and 
apparel. Nor is Atari an isolated case. Tandon Corporation, a sizeable 
supplier of computer components to IBM, with 1983 sales in excess of 
$300,000,000, moved all of its production to India and the Far East; 
Advanced Micro Devices recently announced the erection of a plant to 
employ 3500 workers in Thailand. Many more high-tech firms, in pursuit 
of the lowest possible wag^ levels, have expanded operations in the Third 
World in lieu of new domestic investment. 

While the textile-apparel complex is sometimes referred to as "the 
most protected segment of the U.S. economy," massive and accelerating 
levels of import penetration demonstrate that existing measures are 
wholly inadequate. 

Textile and apparel imports in 1984 will almost certainly be 1.4 
billion square yards more than in 1983. According to industry figures, 
this increase in imports is the equivalent of 140,000 American jobs. 
This is the effect, however, in only one year. Cumulatively, apparel and 
textile imports have cost our nation more than 750,000 job opportunities. 

In a 1980 letter to Senator Thurmond, President Reagan said that he 
would relate import growth from all sources to domestic market growth. 
In 1983, the rate of increase in apparel imports reached staggering 
levels. Apparel imports of all clothing (men, boys, women's, children's, 
et cetera) were up 14.3% over the prior year and imports of women's and 
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children's apparel alone, the industry in which members of my Onion work, 
were 20.4% higher than in 1982. In 1983, domestic consumption of apparel 
and textile products grew at a far smaller rate and, over the long run, 
the domestic market is projected to grow at a rate of no more than one 
and one half to two percent each year. 

The rate of quota growth of textile and apparel imports from the 
People's Republic of China alone will exceed 10% per annum during the 
term of our most recently concluded bilateral agreement. This compares 
with less than one percent average quota growth for Hong Kong, Korea and 
Taiwan, which export to the United States about 60% of the total of all 
imports of textiles and apparel. 

A rational system of fair trade is the first step in a policy which 
will conserve the jobs provided by labor-intensive manufacture. Central 
to such a policy would be negotiated import quotas, which would provide 
for global allocation of shares of the American market. 

In the view of the ILGWU, reserving up to 25% of domestic 
consumption of labor-intensive apparel products for the output of all 
low-wage nations is more than an equitable amount. It assures the 
consumer of "freedom of choice* and permits domestic producers needed 
"breathing space*. 

Imports based on global quotas should be licensed by the U.S. 
Government as permitted in the Trade Act of 1979 as a means of insuring 
better control and in order to limit fraud, transshipment and 
counterfeiting. Amendment of Section 204 of the Agricultural Adjustment 
Act of 1956 to provide increased authority for unilateral controls of 
textile and apparel imports would also be helpful as a component of a 
more far-reaching trade policy. 
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Global allocation would also permit more of America's market to be 
shared by developing, rather than newly industrialized, nations. 
Moreover, developing countries would know the size of their U.S. market 
in advance and be able to plan accordingly. This would also prevent the 
disruptions which flow from the rapid shift of a developing nation's 
market share to countries where living standards are even lower. 

Such a policy must also be maintained in force for as long as 
necessary. In a global economy where capital, designs, technology and 
■knovf-how" flow instantly around the world, American garment 
manufacturers will never be able to "compete" with low-wage overseas 
production. It is illogical, then, to consider limiting apparel trade to 
a reasonable share of the U.S. market as a temporary measure. 

Only when developing nations have achieved a higher standard of 
living, and poverty is not their main attraction to American business, 
will the American apparel industry be able *to stand on its feet". Until 
then, quotas for apparel imports, as a key component of a rational system 
of fair trade, are the only effective and fair way to head off impending 
disaster for the apparel industry and its workforce, as well as for the 
American living standard. 

I would like to address several aspects of the United States trade 
agreements program, specifically regarding the Multi-Fiber Agreement 
(NPA). The accelerating loss of market shares by domestic textile and 
apparel manufacturers has occurred despite the Nultifiber Arrangement and 
the 28 bilateral agreements we have negotiated with major suppliers under 
NFA. 

Further, the President's measures of December 16, 1983 cannot be 
taken as a serious effort to decrease the rate of increase in imports, 
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nor can the new rules o£ origin accomplish that goal. Basic changes in 
the import program are needed if the President's earlier commitments to 
Senator Thurmond and other national political leaders are to be met. 

We believe that the NPA requires some important revisions in order 
to fulfill the purposes for which it and its predecessors were created. 
And we believe that the U.S. government should take the initiative in 
effecting these changes. I will concentrate on what I consider to be the 
most important of these changes, although my proposals are far from being 
exhaustive. 

Perhaps the most important of all would be a recognition — both by 
MPA and our government — of the right of all nations to protect their 
own working people and industrial structures. This should be an 
elementary premise. However, the fact is that our government does not do 
so, at least with respect to the apparel and textile industries. We have 
allowed imports to grow at astronomical rates from year to year, although 
every other country continues to seek to protect its own people. 
Certainly, in an industry such as ours, reciprocity in trade is not the 
answer. Perhaps "reciprocity" in recognizing the needs of a nation's 
working people should be the basis of such a program in this industry. 

Another critical revision needed in MFA is insuring that all fibers 
— natural, synthetic and blends — be covered, not merely cotton, wool 
and man-made fibre products. The exclusion of linen, ramie and silk from 
controls is a loophole which permits exporters and importers to 
circumvent established quotas. 

We should, once and for all, recognize that if the MPA, among other 
purposes, is supposed to assist underdeveloped countries to develop, some 
of these countries may eventually become "industrial nations." This is 
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already certainly the case with Taiwan, South Korea and Hong Kong, all o£ 
which have long ceased to be "developing nations." As NiCs — newly 
industrialized countries — manufacturing autos, steel, ships and high 
tech, not merely the products o£ labor-intensive industries, they are no 
longer in need o£ MFA protection for their apparel and textile exports. 

There are many other needed areas for revision of HPA under U.S. 
government sponsorship. We need to eliminate minimum growth provisions, 
in view of our relatively static domestic apparel market in recent 
years. Flexibility provisions should also be eliminated. 

The United States maintains in words the right, as an importing 
nation, to prevent market disruption, while allowing these provisions to 
continue in effect. The simple fact is that an importing nation should 
know its own market and should know how these two provisions fly in the 
face of preventing market disruption. 

Such changes in the structure of MFA may give the recent actions of 
the Administration some significance. Until this happens, however, these 
actions will serve primarily as window dressing. Imports will continue 
to flood the country, increasing massively from month to month and year 
to year, and more and more jobs will be lost in our country. To suggest, 
as some key Administration figures have, that we are the most protected 
industry in the country, is farcical. 

It is also no great secret that serious discussions are going on in 
high government and some business circles to find a way to circumvent 
effectively the provisions of Item 807. We continue to maintain, as we 
have for many years, that Item 807 should be repealed to save jobs in our 
own country. 



Digitized by VjOOQIC 



50 



The effort to revise Item 807 and Increase Caribbean and Central 
American imports, is moving ahead at a rapid rate. If what we have heard 
is accurate — and I think it is or I would not be repeating it here — 
the plan is to increase imports from the Caribbean and Central American 
countries by executive action, bypassing Item 807* 

American apparel marketers, including some domestic apparel as well 
as textile manufacturers , would be encourages to move apparel production 
to countries without quotas, those with unfilled quotas or to raise 
quotas where they exist. There is even serious talk in some government 
and marketing circles, including people on some very high levels, to 
count five items of apparel as one item for quota purposes. Such a 
program would offer importers lower labor costs and higher profits, as is 
the case with imports from Asia. The quid-pro-quo is that importers and 
marketers would lend their support to the Administration's CBI policy. 
The damage to domestic employment and to the many thousands of small 
apparel manufacturers would be overwhelming. • 

The extent to which this seriously considered program will harm 
employment and manufacture in this country is underlined by the fact that 
it does not provide taking away some of the Asian quotas, including those 
of NICs, whose import role I have already mentioned. Over and above the 
current import-to-consumption ration of more than 50 percent would be 
added another 30 percent or more of imports from the Caribbean and 
Central America. 

As I conclude my remarks today, I urge this Committee to 
investigate this possible turn of events as a matter of the highest 
priority — before the program becomes a reality, and drives yet another 
nail in the coffin of domestic American apparel manufacture. 



Digitized by VjOOQIC 



51 

STATEMENT OF MURRAY H. FINLEY, PRESIDENT, AMALGAMAT- 
ED CLOTHING AND TEXTILE WORKERS UNION, AFL-CIO, 
WASHINGTON, DC 

Mr. FiNLEY. Thank you, Mr. Chairman. I am Murray Finley, the 
president of the Amalgamated Clothing & Textile Workers Union. 
I hope to have reasonably equal time on this one. 

Before I go into my own summary, of my submitted testimony, 
just in £uiswer to some of the questions. The Bureau of Labor Sta- 
tistics — figures — for the year 1983 — all manufacturing— the aver- 
age hour earnings of production and nonsupervisory workers was 
$8.83. It was $5.37 in apparel, and $6.18 in textile, to give you the 
exact figures for the year 1983. And then, with reference to the 
dollar, about 20 percent of the increase in apparel is due to the 
dollar. This is primarily from Europe — the Common Market. The 
other 80 percent that has come in. Senator, is not due to the dollar. 
It is due to the surge because of the administration of the multi- 
fiber arrangement — to put the record straight. Now, I subscribe to 
what has men said by the other people who have spoken, but I 
want to get to the point that you alluded to. Senator Moynihan — in 
1962, the long-term cotton textile agreement. And I subscribe that, 
as you look at the textile apparel industry around the world, it is 
the major manufacturing industry. It probably employs more 
people around the world than any other industry and therefore has 
dramatic impacts everjrwhere you go — the United States, the 
Common Market, Central America, the Far East — you name it. The 
textile apparel becomes a major and important thing because of 
the numbers of people and the nature of who they are. And I sub- 
scribe that because we have had internationally managed trade in 
this industry, we have had less disruption and less problems than 
we would have if we had gone under the so-called unregulated 
trade. Since 1974, we have had the multifiber arrangement, and let 
us look what has happened outside of the last 4 years — and I agree 
completely with your analysis of the letter of 1980 and the broken 
promises — absolutely right. Since 1974, to give you the exact fig- 
ures, in terms of the cost of living, the Consumer Price Index for 
apparel rose to the compound annual rate of just 3.2 percent. Since 
1974 to 1983, compared to 8.1 percent for the overall Consumer 
Price Index. 

So, the consumer has been the beneficiary. The consumer has not 
been hurt. The domestic industry has had a stability until the last 
few years where they were willing— particularly in the textile in- 
dustry — to invest heavily in plants and equipment so the average 
increase in productivity has been double the American manufac- 
turing productivity. And I will say this — that we are now doing the 
same thing in apparel. We are going beyond the state of the art. 
We are — my union — as you will see it in my testimony and as you 
have seen it in the Wall Street Journal and the Washington Post- 
join with the industry, both apparel and textile, in investing our 
money with some Government help where we are now developing 
robotization in the manufacturing of apparel. 

It is doable and doable, but we are fighting $60 billion of Japa- 
nese, $24 million from the Common Market that are spending the 
same thing. Now, what has happened around the world? In the de- 
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veloping countries, as you can see, they have increased the number 
of workers by millions in terms of textile and apparel. So, the MFA 
as a broad internationally managed trade has been a workable pro- 
gram. The problem we now have is that in the last 4 years the ad- 
ministration of the MFA has been totally inadequate. The flexibil- 
ity requirements, the renegotiation of the bilaterals with Hong 
Kong, Taiwan, Korea, and China have been almost disgracefid rela- 
tive to the ren^otiation that was done by the Common Market. If 
we do not readminister the MFA adequately— if you look at the 
growth in the month of July alone, imports grew at the rate of 62 
percent — 41 percent for the first 7 months as you heard, 25 percent 
last year— at a time I point out when the unemployment figures in 
this industry are almost double the national unemployment fig- 
ures. For the month of August of this year, unemployment rate in 
textile is 10.2 percent, up from 9.5 percent in 1983. In apparel, in 
the month of August, it was 12.5 percent, up from 12.1 percent in 
1983, against the overall unemplo3nnent of 7.5 percent. So, you 
have a 62-percent surge in imports at the same time as you have 
an increase in domestic unemployment which gives you graphically 
that the domestic is going down as imports are surging. And this is 
because the administration has administered the MFA totally inad- 
equately. My thesis is that the MFA is a sound principle, that 
internationally managed trade is the answer if properly done for 
an industry such as textile apparel which is worldwide, which has 
tremendous effect. It permits growth — if it is administered proper- 
ly—orderly growth. It prevents terrible dislocations with all the 
costs of jobs and all the things that come with high unemployment, 
but as is now administered, it has gone totally almost as an inter- 
national agreement, not only without force but almost gives a lease 
to slug this market. 

I submit that if we go back to the principles of the long-term 
cotton textile. Senator, if we go back to the basic principles of the 
MFA which provides for orderly growth, if we have a proper ad- 
ministration of this, we can have a continuing healthy industry in 
the United States with plants and equipment investment growing. 
We can maintain almost 1.6 million jobs in the United States, and 
yet we can let the Third World also share in the growth and bene- 
fits so those people can live as well. 

Senator Danforth. Gentlemen, thank you very much. 

[Mr. Finley's prepared statement follows:] 
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TESTIMONY OF MJRRAY H, FINLEYf PRESIDEOT 
AMADSAMMTED OXyrHING' WD TEXTILE WORKERS UNICM, AFL-CIO 

Before the SubcGnmlttee en International Trade 
CGnmittee en Finance 
United States Senate 

Septeinber 18, 1984 

Hearing On THE STATE OF THE U.S. TEXTILE INDUSTRY 

SUfflARY 

The approach to the problems of international trade, as exists today in 
the U.S. textile and apparel industry, stands as a model for other 
industries with similar problems. There are three essential elements 
involved. 

First, trade in textiles and apparel is meuiaged by the Nultifiber 
Arrangement or MFA. Despite serious shortcomings in the implementation and 
enforcement of the MFA, I believe internationally managed trade is the 
right %#ay to address serious industry ac sectoral trade problems of inter- 
national consequence. Import restraints provide some assurance of mana- 
geable growth in inports and import penetration. 

Second, with internationally managed trade moderating ixiport inpact, a 
coordinated program of modernization and technological advancement, such as 
exists in the men's and boys* tailored clothing industry, is vital for any 
American industry if it is to remain viable within the world trading system. 

Third, the cooperation of management and labor, in achieving both a 
workable restraint system and a modernization program, is a prerequisite to 
an econcmically strong industry. 

It is ny belief that this three-prong policy approach — restraints en 
inports, a modernization program, and management/labor cooperation — 
offers the best possibility for satisfactory long-term resolution of the 
most inportant trade difficulties facing American firms and their workers 
today. 

Yet, quite clearly, the MFA is not working as it should. 

• Steps should be taken to strengthen the MFA ^ila still allowing 
orderly growth in textile trade. 

• Stricter enfcrceraent of established biotas to prevent circuim^ention 
is absolutely necessary. The proposed oountry-of -origin rules, at 
least initially, will help in that regard. 

• CircuRivention of ^lotas through custons fraud — mislabeling of 
oountry-of-origin or of fiber content, and under- invoicing — must 
continue to be policed. The U.S. CustcnB Service "Operation 
Tripwire" is a step in the right direction. 

• Actions against surging innports nust be imnediate and decisive. 

As a m3del for internationally managed trade, there is a major stake in 
making the MFA a more effective solution to international trade problems in 
textiles and apparel. 
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TESTIMONY OF MURRAY H. FINLEYr PRESIDENT 
AMALGAMATED CLOTHING AND TEXTILE WORKERS UNION, APL-CIO 

Before the Subcommittee on International Trade 
Committee on Finance 
United States Senate 

September 18, 1984 

Hearing On 

THE STATE OF THE U.S. TEXTILE INDUSTRY 

I. Introduction 

My name is Murray Finley, and I am President of the 
Amalgamated Clothing and Textile Workers Union, AFL-CIO, 
which has a membership of approximately 360,000 workers who 
produce various items of men's and boys' clothing and tex- 
tile mill products. 

The U.S. textile and apparel industry has attached to it 
many labels. Some call it a "sunset" industry. It is 
called "labor-intensive" and "import-sensitive." One word 
rarely associated with the industry is "pioneer." Yet, I 
would suggest that this industry is appropriately labeled a 
pioneer. 

The approach to the problems of international trade, as 
exists today in the U.S. textile and apparel industry, 
stands, in my judgement, as a model for other industries 
with similar problems. There are three essential elements 
involved. First, trade in textiles and apparel is managed 
by the Mu It i fiber Arrangement or MFA. Despite serious 
shortcomings in the implementation and enforcement of the 
MFA, I believe internationally managed trade is the right 
way to address serious industry or sectoral trade problems 
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of international consequence. Import restraints provide 
some assurance of manageable growth in imports and import 
penetration. Second , with internationally managed trade 
moderating import impact, a coordinated program of moder- 
nization and technological advancement, such as exists in 
the men's and boys' tailored clothing industry, is vital for 
any American industry if it is to remain viable within the 
world trading system. Third, the cooperation of management 
and labor, in achieving both a workable restraint system and 
a modernization program, is a prerequisite to an economi- 
cally strong industry. 

It is my belief that this three-prong policy approach — 
restraints on imports, a modernization program, and 
management/ labor cooperation — offers the best possibility 
for satisfactory long-term resolution of the most important 
trade difficulties facing American firms and their workers 
today . 

While many policy-makers, academicians, and business 
leaders may balk at the word "managed trade", I would note 
that a large portion of international trade is already 
"managed." it is managed directly in government-to- 
government trade, in trade controlled by multinational cor- 
porations, and in countertrade arrangements. It is managed 
indirectly through nationalistic economic policies such as 
government export and other subsidies, most of which place 
the united States at a disadvantage. 

Still, the textile and apparel industry is a pioneer. 
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The Nultifiber Arrangement is the only officially-sanctioned 
international system of managed trade in manufactures in 
the world today. For this reason, experience under the NFA 
is useful in examining the opportunities and challenges of 
internationally managed trade* 

II. Restraints on Imports; "Controlled Import Growth" 

The first element of a satisfactory solution to severe 
international trade problems is import restraints. The MFA 
has generally not been viewed by the U.S. Government as an 
instrument to reduce or maintain existing levels of textile 
and apparel imports and import penetration. Rather, the 
MFA's Stated aim is to promote the orderly growth of textile 
trade among countries, albeit on a sound, nondestructive 
basis. 

While the NFA is a model for an internationally managed 
trade solution to problems of international trade, in prac- 
tice the MFA is far from perfect. 

Almost without exception, overall increases in import 
penetration, market disruption, and job losses have con- 
tinued since 1974 when the MFA went into effect. This is 
because the MFA is not a self-effectuating type of arrange- 
ment. Rather the effectiveness of the NFA depends almost 
entirely on how the United States and other governments 
implement their rights and obligations under the NFA, par- 
ticularly under bilateral agreements. 

Currently, the 28 U.S. bilateral textile/apparel 
agreements in force today vary widely in the degree to which 
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they actually inhibit growth in American imports £rom indi- 
vidual countries, and restrain individual products. In 
general, only a limited number of highly sensitive products 
are subject to specific restraints that effectively limit 
the level of exports to the United States. 

Bilateral agreements provide for consultations if 
imports in uncontrolled product categories begin to threaten 
or cause disruption in the U.S. market. However, in nearly 
all cases these consultations take place only after actual 
import surges occur. Moreover, in 1983, one-third of all 
textile and apparel imports into the U.S. market came from 
countries with which the United States does not even have a 
bilateral agreement. In the first half of 1984, only 56 
percent of total textile/apparel imports subject to the MFA 
were controlled. 

Finally, the technical provisions of the MFA and the 
bilateral agreements grant a tremendous amount of flexibi- 
lity to exporting countries which create extensive oppor- 
tunity for them to increase their exports to the United 
States. Thus, it is hardly surprising that the system of 
bilateral agreements spawned by the MFA has only constrained 
trade moderately. 

In 1983, total U.S. imports of textiles and apparel grew 
by 25 percent over the 1982 levels. Through the first seven 
months of 1984, imports surged a further 44 percent over 
the corresponding period of 1983. In the month of July 
1984, imports were a whopping 62 percent above levels one 
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year earlier. These dramatic import increases, by them- 
selves, speak volumes about the true restrictive impact of 
the MFA as it relates to the United States. Clearly, much 
needs to be done to make the MFA a more effective system. 

These increases in imports have resulted in substantial 
employment declines in the industry. Employment in textile 
mill products fell by 155,000 jobs between 1978 and 1983 
(from 899,000 workers to 744,000 workers), while employment 
in apparel and related products fell by 168,000 jobs over 
the same period (from 1.33 million workers to 1.16 million 
workers). The combined job loss was 323,000. Further, the 

1984 unemployment rate in this industry is both higher than 

« 
the national average and even higher than the 

textile/apparel unemployment rate last year. The August 
1984 unemployment rate in textiles was 10.2 percent (up from 
9.5 percent in August 1983) and in apparel it was 12.5 per- 
cent (up from 12.1 percent in August 1983). The overall 
civilian jobless rate was 7.5 percent in August 1984 (down 
from 9.8 percent in August 1983). Thus, the unemployment 
rate in apparel last month was fully 5 percentage points 
higher, and the unemployment rate in textiles almost 3 per- 
centage points higher, than the overall unemployment rate. 

Until recently, the MFA has normally provided since 1974 
a degree of predictability and certainty to the domestic 
market and to the domestic industry that would otherwise 
have been absent. 
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This relative stability has without a doubt encouraged 
investment and adjustments, thereby strengthening the most 
competitive features of the industry. Because of rising 
imports and increased productivity, the number o£ domestic 
workers and firms is declining, indeed many more than we 
believe is warranted. Certain products are now made in this 
country in sharply reduced quantities, others have 
prospered on new product development, improved production 
process technology, and productivity improvements. While, 
on the one hand, imports have been allowed to grow adversely 
affecting domestic production and employment, on the other 
hand, the MFA has prevented even more serious dislocation 
for hundreds of thousands of American workers, thousands of 
firms, and hundreds of local communities. Such extended 
dislocations would be highly disruptive, causing enormous 
economic and social costs. 

Importantly, the MFA and Import restrictions have not 
been accomplished at the expense of increases in consumer 
prices. Increases in consumer prices for apparel have been 
modest relative to price increases of other commodities. 
Between 1974, when the MFA went into effect, and 1983, the 
CPI for apparel rose at a compound annual rate of just 3.2 
percent, compared to 8.1 percent for the overall CPI. 

The very size and scope of the MFA reflect many years of 
painstaking negotiations on a massive scale, channeling a 
wide range of conflicting economic interests into a workable 
although imperfect solution, international textile and 
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apparel trade has grown greatly under the NFA and many deve- 
loping countries have successfully expanded their 
industries. Third World countries have certainly prospered 
under the NFA. There are millions of workers in the devel- 
oping countries — and the number is growing — who have 
prospered in the production of textiles and apparel for 
export to the U.S. market. They have been the true benefi- 
ciaries of the MFA. 

At the same time, the mature economies have experienced 
a much more stable and predictable competitive environment 
than they would have otherwise. As a result, the NFA 
remains in effect because the chief alternatives — chaotic 
free trade or unilateral controls — are unacceptable. 

The NFA as a model for internationally managed trade 
illustrates the advantages of internationally managed trade 
over the current international trading system, particularly 
in major areas of ongoing trade disputes. 

• Internationally managed trade does not, nor is it 
designed to, prevent long-term structural adjust- 
ment in response to competitive conditions in the 
world economy. Internationally managed trade should 
be, and in the case of the NFA has been, structured 
to assure continued but less disruptive growth in 
trade, if clearly justified by international com- 
petition. 

• Internationally managed trade can provide perhaps the 
only equitable means of allocating the negative 
structural adjustment that results from increasing 
international trade more fairly among those 
countries that are less competitive. Political 



Digitized by VjOOQIC 



61 



feasibility dictates that this burden be shared 
within an internationally negotiated framework, as 
opposed to the haphazard operation of market forces 
and unilateral political intervention. Such a pro- 
cess would facilitate unpleasant decisions and 
moderate international competitive pressure, giving 
countries sufficient time to adjust and giving indi- 
vidual industries that stand to lose at the hand of 
free trade a more stable environment in which to plan 
their best investment strategies. 

Under internationally managed trade, pressure can be 
brought to bear m a multilateral context on 
countries to prevent an unrealistic or overly ambi- 
tious investment m product areas already suffering 
from excess worldwide capacity . Frequently, deve- 
loping industries are located in countries that 
already severely restrict foreign competition in 
their own markets, thus distorting local investment 
decisions. Moreover, certain countries, both deve- 
loping and developed, target particular industries 
for development either for noneconomic considerations 
or to encourage selected goals, such as employment or 
market share, at the expense of other economic goals, 
such as wages or profits. Under a system of inter- 
nationally managed trade, there would be greater 
transparency of noneconomically based investment 
which could prevent actions that would unnecessarily 
worsen a trade problem. 

An internationally managed trade program could 
potentially inhibit unfair trade practices such as 
subsidizing and dumping . Since growth in imports 
and import market share would moderate, the incen- 
tives for exporting countries to engage in these 
unfair economic practices might be reduced. 
Internationally managed trade would also provide a 
means to respond to the manipulated pricing practices 
of industries in centrally planned economies, which 
the international trade community has not yet 
addressed adequately. 

Internationally managed trade is the only system 
whereby alternative social, economic and political 
goals can be integrated with market processes. Under 
the MFA, truly poor nations, such as Indonesia, India 
and Haiti, get an opportunity to export to assist 
their economic development which they would otherwise 
never have. Hong Kong, Korea, Taiwan and China would 
certainly oligopolize the U.S. textile and apparel 
market under a totally unrestrained system. 
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III. Efforts to Compete; A Modernization Program 
Hand-in-hand with internationally managed trade must go 
a coordinated program of modernization. Labor is willing to 
do its part to work constructively to protect our industrial 
base by making it more competitive. The continuous moder- 
nization of American industry is, of course, basic to main- 
taining America's competitiveness in international trade. 
U.S. labor is not blind to the need for technological advan- 
ces to assist in bringing down costs and improving our com- 
petitiveness. It would be foolish for labor to think 
otherwise, since the alternative is rapid attrition of jobs 
and closed plants as U.S. firms fail to compete with 
imports. 

Our union, with its roots so deep in the history and 
traditions of the men's tailored clothing industry. Is acti- 
vely pursuing the goal of technological advancement. The 
men's tailored clothing industry represents an outstanding 
example of labor and management working together to reduce 

costs and thereby improve its competitive position. The 

2 

Tailored Clothing Technology Corporation, or TC as it is 

commonly known, was created through funding by our Union, 
individual companies, and the U.S. Government. The union 
and several participating companies are each investing 
substantial sums each year in this program. Supported by 
these funds together with grants from the U.S. Department of 
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Commerce r the Tailored Clothing Technology Corporation is 
conducting extensive research into reducing production 
costs. 

In this effort, the Tailored Clothing Technology 
Corporation is looking at ways of transforming the method of 
manufacturing garments by looking outside the traditional 
methods. For instance, it has been determined that only 25 
percent of labor requirements in the manufacture of tailored 
clothing are in the sewing of the garment. Clearly, we must 
attempt to reduce handling costs. Therefore, the Tailored 
Clothing Technology Corporation is addressing itself to the 
reduction in handling requirements and thus hopefully 
resulting in an appreciable reduction in overall labor 
costs. There have been real break-throughs here. We have 
developed robotization techniques for application to the 
garment industry. 

We see further break-throughs ahead in bringing down 
costs in the tailored clothing industry. Significantly, the 
Japanese are spending some $60 million for research and 
development for its apparel industry with the same objec- 
tives as ours. 

Our Union will have the responsibility with management's 
cooperation for dealing with the robot-related problems of 
compensation for workers who may be displaced or placing 
them in other jobs. In this way and others, we expect to 
make this industry more competitive and viable, and thus 
help build a stronger domestic economy. 
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other Industries faced with severe import problems simi- 
larly have a major stake in increasing their competitive 
stature. An effort to modernize is crucial, but is most 
likely to achieve optimum results only when practiced in the 
context of an internationally managed trade environment. 

IV. Management/Labor Cooperation 

The effort to modernize the men's tailored clothing 
industry is a good example of what can be accomplished when 
management and labor cooperate. That kind of cooperation 
needs to be fostered in all basic industries. 

If management believes that corporate goals can be met 
only by winning out over labor interests, it is a mistake. 
Much more can be accomplished by management and labor 
working together. 

Labor is not opposed to companies making a profit. 
Companies that are not profitable cannot expand, or even 
maintain indefinitely, job opportunities. They cannot 
invest in new plant and machinery. 

For good reasons, labor is opposed to the failure of 
management in too many industries to use its profits to 
invest in more productive technology. The case of U.S. 
Steel buying Marathon Oil instead of reinvesting in the 
modernization of its facilities is probably the outstanding 
case in point. Labor is also opposed to management policies 



Digitized by VjOOQIC 



65 



that place the entire burden £or the adjustment to tech- 
nological changes solely on the shoulders of workers and 
their union. 

By and large r the textile and apparel industry has a 
history of management and labor working together to solve 
the problems posed by imports. We are both striving for 
maximizing output, we both see the critical importance of 
being competitive in our own market, and hopefully even in 
markets abroad. We both understand the vital importance of 
preserving America's industrial base. 

Neither management nor labor can accept policies which 
prevent necessary adjustments to occur as our technological 
development proceeds. We do not believe that any sector in 
the American economy or any group of firms and workers 
should pay the total costs for the presently inept trade 
policies of the United States. In short, we understand the 
importance of improving the competitiveness of American 
industry. 

In all of this, labor acknowledges its responsibility. 
Management must share its responsibility. And above all 
government policies must also share considerable respon- 
sibility with labor and management. 

V. Where Do We Go From Here? 
There can be no doubt that a more effective import 
restraint program is needed in textiles and apparel. Forty- 
four percent import growth in the first seven months of 1984 
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cannot be ignored, nor can it be accepted. We want the MFA 
to work, and it simply is not working as it should. 

The effectiveness of the MFA is directly related to the 
will of those who administer the program. The U.S. 
Government's will for an effective MFA must be 
strengthened. 

The rules governing country of origin which were pro- 
posed by the Administration are, indeed, a step in the right 
direction. Illegitimate practices to circumvent quota 
restrictions should not go unnoticed nor unaddressed. Yet, 
realistically, these country-of-origin rules do not offer 
a long-term solution to the import problems faced by the 
domestic textile/apparel industry. 

Two results can be expected in the long run from the new 
country-of-origin rules. 

• Those countries which currently perform the initial 
manufacturing operations will take over the entire 
production process. For example, currently China may 
manufacture an item and send it elsewhere where a 
minor part of production occurs, the finished garment 
being considered a product not of China, but of the 
country where only minor manufacture took place. The 
proposed rules of origin change this. But, in the 
long term, China will complete all steps of the manu- 
facturing process in China, so long as enough quota 
exists. 

• Alternatively, those countries %fhich currently per- 
form the minor part of production will take over the 
entire production process. Here, some of the lesser 
developed countries, such as Mauritius or the Maldive 
Islands, currently the base for satellite operations, 
will in the long term be able to manufacture the gar- 
ments in their entirety. 
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Either way, the proposed changes In the rules of origin 
will only have a short-term effect on imports. The inter- 
national textile and apparel trading system will merely 
adjust to these new conditions. There is no monopoly on the 
skills or equipment needed to produce textiles and apparel. 

VI. Conclusion 
Internationally managed trade, such as the NFA, offers 
what we believe to be the optimal solution to the inter- 
national trade conflicts caused by current trends in the 
world economy and the changing competitive position of the 
United States. Yet, quite clearly, the MFA is not working 
as it should. 

• Steps should be taken to strengthen the NFA vrhile 
still allowing orderly growth in textile trade. 

• Stricter enforcement of established quotas to prevent 
circumvention is absolutely necessary. The proposed 
country-of-origin rules, at least initially, will 
help in that regard. 

• Circumvention of quotas through customs fraud — 
mislabeling of country-of-origin or of fiber content, 
and under-invoicing — must continue to be policed. 
The U.S. Customs Service "Operation Tripwire" is a 
step in the right direction. 

• Actions against surging imports must be immediate and 
decisive. 

AS a model for internationally managed trade, there is a 

major stake in making the NFA a more effective solution to 

international trade problems in textiles and apparel. 
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Senator Danforth. Senator Moynihan. 

Senator Moynihan. Yes, Mr. Chairman. Let's just go back at 
this. I thought it was necessary to deal with the question of ex- 
change rates, because this is a very general problem for American 
industry, and we read about it in the morning papers. And it has to 
have anected you as well. I think Murray Rnley's statement that 
it accounts for perhaps 20 percent of the surge and that it comes 
from Europe, where you have nearly comparable wages, so that ex- 
change rates would have an effect on trade is instructive. But that 
is not the case for the People's Republic of China and Hong Kong. 
You can have 100 percent overvaluation of the dollar and 17 cents 
an hour becomes 34 cents an hour, and you still haven't got your- 
self up to the $5.37. Let me also ask one general question because 
our chairman is interested in this subject, and he and you and we 
talked about these things in good conversations privately. We have 
here the development of an institution — a new institution — of trade 
in a new trading situation, and that is the idea of an ordered world 
trade that permits growth and change but not disruption. And it 
comes basioEdly as a response to the radical differences in the cost 
of production as between some countries and others. I mean, 
today's world simply does not fit Adam Smith's frame of refer- 
ence — northeastern Europe and, you know, the observation that 
you can grow grapes in Scotland, and you can grow wool in Portu- 
gal, but it is really better to do it the other way around, and com- 
parative advantage works — where you are talking about small dis- 
tances and fairly homogeneous regions. Now, we are talking about 
a world economy where the factors of production can move over- 
night anywhere — excepting one factor of production which cannot 
move and that is your own working people in your own country. 
And so, you think, do you not, that we have come upon a sane re- 
sponse to a new economic situation? It is not heretical. It is simply 
a changed response to a changed condition. 

Mr. FiNLEY. That is exactly right, sir. 

Senator Moynihan. Now, I ask the two of you: What has gone 
wrong in the last 4 years? We had a pledge in 1980— and that is 
nothing new — most Presidents have done that. But we have this 
extraordinary surge. I mean, you are going to be reeling for the 
rest of the decade. 

Mr. FiNLEY. Under the renewed MFA, it was permissible in the 
bilateral agreements for the United States to negotiate cutbacks 
with the major suppliers. That would mean Hong Kong, Taiwan, 
Korea, and China. This was permissible. The European (5)mmunity 
did negotiate cutbacks. The United States, on the other hand, did 
not do this. For whatever reason, they chose to permit some growth 
in their quotas from the four major suppliers in the United States 
even though, under the international agreement, they could have 
done otherwise. And may I remind you that in 1979 the U.S. Gov- 
ernment at that time got Hong Kong, Taiwan, and Korea to reopen 
their bilateral agreements and pass up a whole year of growth. 

This was during an existing agreement, and here this MFA has 
been renegotiated in 1982 which specifically provides the authority 
under that international agreement to negotiate cutbacks. The 
Common Market did it with Hong Kong, Taiwan, and Korea, and 
our Government chose to do the reverse. Then you have the call 
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system from the so-called uncontrolled areas that you don't have 
bilaterals. And it calls for calls at such tune as there is a market 
disruption and increase of large commodities. This administration, 
for whatever reason, has not used the call svstem effectively. When 
they finally did make a call, we were hal^dead. They could have 
done it much sooner. If you will now look at the surge, almost half 
of it is now coming from the uncontrolled areas where it used to be 
much less. This is an improper £uiministration. We then had the 
other thing — the transshipment — where you have going from one 
area to another to hide the quotas. This is another parcel of admin- 
istration. You have a trithing, all of which could have been done 
under the framework of the MFA without violating it, and it has 
not been done, for whatever the reason. Now, I don t know how to 
read the minds of the administrators, but the fact is that this is 
what has happened, and this is in our judgment the cause of 90 
percent of the surge that we have faced in the last 3 years. 

Mr. Chaikin. Senator, may I just add something? 

Senator Moynihan. I know that you are concerned about this 
807 question which has come up. 

Mr. Chaikin. Now, very quickly, if I may. Senator, I subscribe to 
everv comment that my colleague, Murrav Finlev, has made, and I 
would like to add just one thing. I think you know that as new 
countries come onstream — as new exporters come onstream — we 
have a right under the MFA to discuss with them the volume and 
category, etc. And in order to induce them to enter into a bilateral, 
we have to be reasonably generous in offering them a quota for 
their shipments to the United States, and you must be reminded 
that that quota comes out of the domestic production. We don't 
have a view such as globalization which we tried to persu£uie this 
administration to adopt where, indeed, we would say that of the 
120 other countries which have the capacity to make apparel and 
clothing as they come onstream as American importers shift their 
base of operations from the Big Four which now controls 70 per- 
cent of the exports to the United States they shift to other coun- 
tries — whether transshipment or whether because of the job or con- 
tractor relationship where a garment is started in one country, moved 
on and partially assembled m a second country, moved on and com- 
pleted in a third country in order to evade the quotas of the origi- 
nating country. If we had globalization, we could say to the new- 
comers — to those who are struggling to get onstream, to the less de- 
veloped coimtries — yes, we are happy to have your imports into the 
United States, but let's cut down a little on Hor^ Kong. Let's cut 
down a little on South Korea. Let's cut down on Taiwan. These are 
newly industrialized countries that have other sources of work for 
their people, and they have engaged in tough competition in other 
areas of manufacture. And so, I would add the lack of globalization, 
the lack of a global view because, if we continue the way we are 
with the importers moving their base of operations from countries 
where the quotas are pretty well filled up and which have been 
longtime suppliers to the United States, and move on to nations 
whose names are difficult to pronounce, and they are located in 
areas which are extraordinarily strange parts of the world — you 
will find that the domestic share of the total sales and total manu- 
facture diminishes daily — day by day by day. So, there are a few 
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things that ought to be done. I am concerned about one other 
thing. I am concerned about the use of item 807, and I am con- 
cerned about the thinking of some people in the administration 
that because of foreign policy success is absolutely necessary and 
because we have recently discovered our neighbors that are within 
2 to 3 hours of jet travel from the United States, namely the Carib- 
bean. There has been discussion in very high places in this admin- 
istration of setting aside the prohibition of textile, apparel and 
clothing coming in outside of quota from the Caribbean. There is 
talk, for example, and serious proposals that by Executive order it 
might be possible to count every fifth piece coming in and not 
count the four which preceded it. There is a lot of discussion about 
opening up the Caribbean for the setting up of apparel factories. 
They are quick. They are easy. It takes very little capital. It is a 
one-on-one situation — a sewing machine and one worker. And I am 
terribly afraid that the projections of some people in the adminis- 
tration that the Caribbean can be opened up — not alone to Ameri- 
can entrepreneurs supplying American capital for the factories in 
Haiti and Santa Domingo and Jamaica, etc. — but opened up for 
third country entrepreneurs. There are people from Hong Kong 
and Taiwan who are becoming interested in setting up garment 
factories in the Caribbean because they believe that there will be a 
very open opportunity to export those garments that are made 
there into the United States on a more favored basis. And that is 
another concern. 

Senator MoYNfflAN. Thank you very much. Mr. Chairman, I 
wonder if we could just record that Mr. Herman Strobin, the direc- 
tor of research of the ILGWU is here and Mr. Art Gundersheim 
with the ACTWU is also present. 

Senator Danforth. Senator Mitchell. 

Senator Mftchell. Thank you, Mr. Chairman. Mr. Chaikin and 
Mr. Finley, you were present during the previous panel in which I 
asked of Mr. Huff, Mr. Barr, and Mr. Shockley, who represent an- 
other segment of the same industry, about the level of imports in 
the last 3 years and their relationship to the growth of the market. 
You recall, I assume, that almost exactly 4 years ago during the 
last Presidential campaign, then-candidate Ronald Reagan made a 
commitment to the industry in the form of a letter that was widely 
circulated in the industry that pledged to deal with the problem by 
relating the level of imports to the level of growth of the domestic 
market. Now, I want to ask, did you understand that to mean — and 
it was widelv circulated in the industry— that if the domestic 
market grew by 10 percent, imports would grow by 10 percent? 

And if the domestic market grew by 5 percent, then imports 
would grow by 5 percent, and so on. Is that your understanding? 

Mr. Finley. Yes, it was, Senator. I don't know if you were here 
when I mentioned this. In August 1984, the unemployment rate in 
textile went up to 10.2 percent, which was as against 9.5 in 1983 — 
August. In apparel, it was 12.5 percent, up from 12.1 percent of 
August 1983. At the same time in the month of July — I don't have 
the August figures — imports grew in the United States by 62 per- 
cent. So, here you have got an increase in unemployment domesti- 
cally when you have got a surge in imports. It seems clear as can 
be what has happened to domestic production. Our plants now, the 
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average hours have gone down in the last few months. The invento- 
ry pipeline is filled. Retailing has dropped in terms of the last few 
months. We are concerned, and our manufacturers are all con- 
cerned about 1985. They see the soft orders — or soft reorders — in 
the year of 1985 both in the spring and fall. So, we see a domestic 
leveling and dropping off in our industries at the same time as you 
now see a surge in imports. You put those together and it becomes 
clear — you have got a flat or downward domestic industry in terms 
of domestic production, and you have got for the first 7 months a 
44-percent increase in imports, 62 percent in the month of July. If 
you look at the increase in unemployment domestically and the 
surge, I think it answers the question that you are asking. 

Senator Mitchell. Right. The figures that the previous panel 
supplied were that in 1982 the domestic market declined, that 
there was in fact no growth, but that imports rose by 16 percent. 
Do you dispute those figures, or do you agree with them? 

Mr. FiNLEY. No. Not at all. 

Senator Mitchell. You agree with them? 

Mr. FiNLEY. In 1982, we had unemplo3rment in our industry that 
was almost 17 percent. We had a disaster. As I went around the 
country talking to my members, I am telling you it was a tragedy 
in the year 1982. 

Senator Mitchell. Now, for 1983, the previous panel indicated 
that the growth in the domestic market was about 1.5 percent but 
that imports rose by 25 percent over the previous year. Do you dis- 
pute those figures or do you agree with them? 

Mr. FiNLEY. Not at all. 

Senator Mitchell. Not at all? You don't dispute them? 

Mr. Chaikin. Not at all. It was 24.3 percent to be exact, from all 
the available sources and estimates. By and large, it is absolutely 
so whether it be textile, textile apparel, or textile apparel and 
clothing— right across the board. The average increase in demand 
domestically has rarely exceeded 1.5 percent. If you use 1.5 percent 
as an average, on rare occasions it may have approached 2 percent. 
Imports have been 10 to 15 times as large as 

Senator Chafee. We do have other panels, but go ahead, Mr. 
Finley. 

Mr. Finley. In both the textile and in the apparel, there was a 
growth in 1983. There was a recovery. Now, you come to the rela- 
tionship to the imports. The recovery was probably closer to 3 or 4 
percent on our side. I looked at average hours. They went up from 
37.5 to 40.5—34.7 to 36.2, from 1982 to 1983; 1983 was an unprove- 
ment, but not 16 percent. It was much less than the imports, sir. 

Senator Mitchell. I have one concluding question. Each member 
of the previous panel agreed that a commitment had been made 
and that the commitment had not been kept. Do you agree? 

Mr. Finley. Totally, Senator. 

Mr. Chaikin. Absolutely. 

Senator Mifchell. All right. 

Mr. Chaikin. May I point one thing out to you, Senator, so that 
you will understand. When Murray Finley speaks, he represents 
not alone workers who are in the clothing industry, but he repre- 
sents workers who are in the textile industry. 

Mr. Finley. And shoe unfortunately. 
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Mr. Chaikin. And shoe and leather. But there is a large differ- 
ence between apparel and textiles. Now, there was perhaps a recov- 
ery in the textile industry because they furnish — half of their cus- 
tomers are apparel manufacturers — the other half are for homefur- 
nishings — the other half of the customers are automobile manufac- 
turers, etc., etc. In 1983 when there was a recovery of textiles, 
there was also a recovery in home building, you will recall. There 
was also the beginnings of "domestic recovery of the auto indus- 
try,'' and so that is absolutely so. But in 1983 our industry was still 
in recession, and in 1984 our industry continues to be in worse 
straits — simply and clearly and precisely related to import growth. 

Senator Mitchell. Thank you very much, gentlemen. Mr. Chair- 
man, thank you very much. 

Senator Danforth. Thank you very much. The next witnesses 
are Thomas Hays, vice chairman of the May Department Stores in 
St. Louis, Sim Gluckson, chairman of the American Association of 
Exporters & Importers of the Textile and Apparel Group, David 
Seiniger, president of the Marisa Christina, and Malcolm L. Sher- 
man, president of the Zayre Corp. Mr. Hays. 

STATEMENT OF THOMAS A. HAYS, VICE CHAIRMAN, THE MAY 
DEPARTMENT STORES CO., ST. LOUIS, MO 

Mr. Hays. Thank you, Mr. Chairman and members of the sub- 
committee. My name is Thomas Hays and I am vice chairman of 
the May Department Stores. I am here today with Mr. Malcolm 
Sherman, the president of Zayre Stores, on behalf of the Retail In- 
dustry Trade Action Coalition to discuss the U.S. textile and appar- 
el trade policy. The subcommittee has copies of our formal state- 
ment, which I ask to be included in the official record of these 
hearings. RITAC is a coalition of msgor independent retailers and 
retail trade associations organized to counter trade policies which 
we believe threaten the health of our industry and of the U.S. 
economy generally through higher prices at home and reduced op- 
portunities for U.S. exports abroad. Particularly important to re- 
tailers are restrictions on imports of textiles and apparel. Duties on 
textiles and apparel currently are the highest of any major product 
sector. High tariffs and import quotas on textiles and apparel 
impose substantial costs on the U.S. economy and U.S. interest 
abroad. They increase consumer costs as much as $23.4 billion in 
1984, according to one study. They cost jobs in unprotected indus- 
tries as a result of foreign retaliation against U.S. export policies, 
relieve the domestic textile and apparel industries from pressure to 
modernize and reassert their competitiveness in world markets, 
and undermine U.S. international economic and political interests 
particularly in developing countries which depend on textile and 
apparel exports as a source of needed foreign exchange. I have four 
points I wish to make this morning. First, the multifiber arrange- 
ment will expire in 1986. We believe that any extension of ttie 
MFA should reassert its original purpose to serve as a temporary 
transition to assist importing countries in ac^usting to global com- 
petition in textiles and apparel without undue market disruption. 
Second, RITAC believes that textile policy should return to the 
mainstream of U.S. trade policy formulation. For 20 years, textile 
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trade has been made by people and via processes outside of the 
normal trade policymaking process. Textile decisions often involve 
billions of dollars worth of trade and should be considered with 
other trade decisions of vital national interests through established 
interagency policy review channels. Indeed, the recent, highly con- 
troversial textile country of origin regulations issued by the Cus- 
toms Service offer an excellent example of how textile and apparel 
import decisions are taken without sufKcient interagency and 
public review. Third, the entire textile trade polic3rmakmg process 
must be more open. Sound policymaking must reflect the interests 
not only of the textile industry but also of retailers, importers, con- 
sumers, workers, and other affected groups. And fourth, we believe 
that any future import relief for textile and apparel industries 
should be expressly linked to an industry labor effort to improve 
productivity and to effective worker adjustment and retraining as- 
sistance. 

Government can facilitate this process by encouraging capital in- 
vestment in more efficient plants and equipment. Employees who 
lose jobs as a result of industry restructuring should be eligible for 
retraining and job counseling services which will permit them to 
move into other jobs. Before turning to Mr. Sherman, I want to re- 
emphasize our concern that fundamental changes are needed in 
the U.S. textile and apparel tr£uie policy to bring into balance the 
interests of all sectors of the American economy. We look forward 
to working with you and this subcommittee in future hearings to 
explore these changes and how these changes may be best brought 
about. 

[Mr. Hays' prepared statement follows:] 
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Statement 

by the 

Retail Industry Trade Action Coalition (RITAC) 

The Retail Industry Trade Action Coalition (RITAC) is 
pleased to present testimony on U.S. textile and apparel trade 
policy. 

RITAC believes that U.S. textile and apparel trade policy is 
seriously flawed. This statement will address the need for 
general reform , of the textile trade policy process, and examine 
certain fundamental flaws in the Multifiber Arrangement (MFA), 
procedures for imposing restraints on non~quota products 
("calls"), and the recently promulgated "country of origin" 
interim regulations for textile and apparel products. It will 
highlight the critical effects of U.S. textile policy decisions 
on consumer costs and choice, on jobs for American workers, and 
on U.S. international economic and political interests. Finally, 
it will suggest options for textile trade policy reform designed 
to make such policies more responsive to the needs of both 
American industry and the American consumer including: 

® Issues involving renewal of the 

Multifiber Arrangement which expires 
in 1986; 

® Returning textile policy-making to the 
mainstream of the U.S. trade policy 
structure? 

® Making the textile trade policy process 
more open and accessible; and 

® Linking import relief to improved 

industry productivity and effective 
worker adjustment. 
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THE RETAIL INDUSTRY 

RITAC is a coalition of major independent retailers and 
retail trade associations organized in June 1984 to oppose 
restrictive trade policies which threaten the health of our 
industry and of the U.S. economy generally, through higher prices 
at home and reduced opportunities for U.S. exports abroad. In 
1983 r the retail industry posted sales of over $1 trillion 
(approximately one-third of overall U.S. GNP) with a workforce of 
16.7 million representing over 2 million separate establishments. 

The success of the retail industry and the standard of 
living of its customers depend on its ability to provide the 
widest possible selection of quality merchandise at reasonable 
prices. Its customers r especially low and middle income 
customers, have insisted on fashion-right, high-quality, 
competitively-priced products from all over the world. Domestic 
import restrictions, however, have made it increasingly difficult 
for retailers to meet these basic consumer needs. 

THE COSTS OF RESTRICTIVE TRADE POLICIES IN TEXTILES AND APPAREL 

The textile and apparel industries are the most protected 
sector of American industry. Eighty-five percent of textile and 
apparel imports come from 23 countries with which the U.S. has 
bilateral agreements which govern such imports. The duties on 
textiles and apparel are the highest in the U.S. Tariff Schedules 
for any major product sector, with a weighted average duty on 
apparel of 25.9 percent compared to 5.2 percent for all dutiable 
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products. Textile and apparel duties have been substantially 
exempted from tariff reductions in successive multilateral trade 
negotiations under the GATT. These products have also been 
exempted from the Generalized Systems of Preferences (GSP) and 
the Carribean Basin Initiative (CBI). 

Moreover, the textile policy-making process itself further 
frustrates these efforts. Because it is outside of the 
mainstream of U.S. trade policy, textile policymaking is not 
subject to automatic review by senior government officials in 
such sectors as agriculture which may be significantly affected 
by the results of such decisions. Nor is adequate notice and 
opportunity for comment provided to retailers, importers, con- 
sumers, and other interested groups. 

Barriers to textile and apparel imports impose substantial 
costs on American society. These include increased consumer 
prices, lost jobs in unprotected industries, reduced competi- 
tiveness in the textile and apparel industries themselves, and 
negative effects on U.S. international economic and political 
interests. 

The Hidden Cost to Consumers . Restrictions on textile and 
apparel imports operate as a "hidden tax" on consumers, raising 
prices and reducing the available quantity of imported goods. 
For example, a recent update of a study completed in 1980 by 
Michael C. Munger and Kathleen A. Rehbein, economists at 
Washington University's Center for the Study of American 
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Business, estimated the cost to U.S consumers of import pro- 
tection for textiles and apparel to be $23.4 billion in 1984. 
That is more than $1,000 for a family of four. Similarly, a 
recent study by William R. Cline estimated that proposals to roll 
back footwear imports by 20 percent would increase prices to 
consumers by at least 13 percent and add $2 billion annually to 
what American's pay for shoes. 

Lost Jobs In Unprotected Industries . Existing tariff and 
quota barriers on textiles and apparel are double-edged. While 
the domestic textile and apparel manufacturers lost about 400,000 
jobs from 1978 to 1983, the retail industry created almost one 
million. Too often, impor-t restrictions "save" jobs in one 
sector of the economy only at the expense of jobs in other 
sectors. While restrictions may guarantee certain prices or 
profits or market share to a favored industry, they penalize 
consumers and other unprotected industries. One of every eight 
workers manufactures for export and one of every three agri- 
cultural acres is planted for export. Exporters of agricultural 
commodities, as well as other products and services, are vulner- 
able to foreign trade retaliation in response to U.S. trade 
decisions. Lost jobs and business opportunities in these sectors 
must be recognized as a cost of U.S. textile and apparel trade 
policies. 
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Effects on the Textile and Apparel Industries . Import 
levels cannot be directly equated with the health of the domestic 
industry. Labor Department statistics show that domestic textile 
and apparel employment is increasing despite rising import 
levels. Moreover, recent articles in the New York Times 
(7/30/84); the Wall Street Journal (9/6/84) and Fortune (7/9/84) 
report strong earnings by the apparel industry since 1983 » and 
steady growth in net income for textile companies. Apparently, 
consumers are buying both more imported goods and more U.S. 
goods . 

How much of this industry prosperity is the result of exist- 
ing U.S. tariff and quota policies and how much is attributable 
to independent market forces (i.e. the end of a recession) is not 
certain. While these statistics argue persuasively against 
industry pleas for further import protection, they mask the 
underlying negative effect of U.S. textile and apparel trade 
policy on the protected industries themselves. Experience has 
shown that import restrictions rarely solve the problems of a 
domestic industry in the way that they were originally intended. 
Such restrictions can become a shelter from world competition and 
an excuse to avoid dealing with the problems of productivity, 
quality, innovation, and price. Rather than growing stronger, 
the industry \|3ecomes dependent on government protection and falls 
further behind its worldwide competition. 
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Similarlyr workers "protected" by import restrictions rarely 
gain long or even medium-^term benefits. Apparel and textile 
wages are typically well below the average for American manu- 
facturing workers. Import tariffs and quotas help to encourage 
these workers to remain in inefficient, low wage industries, 
rather than to shift to higher paying jobs in growth sectors of 
the economy. A 1981 study for the U.S. Labor Department^/ found 
that textile and apparel workers who were permanently laid off 
received higher incomes in the five years following their layoff 
than they would have by remaining in their old jobs, even after 
accounting for a period of unemployment. 

Effects on U.S. International Economic and Political 
Interests. Beyond the effects of foreign trade retaliation on 
jobs in U.S. export industries, U.S. textile and apparel trade 
policies have important international, economic and political 
implications. For developing countries, open markets in the 
industrial world are critical to economic growth and stability. 
The effect of import restrictions on LDCs is crucial for several 
reasons. Reduced earnings from exports by the developing 
countries (who depend on textiles and apparel for 30 percent of 
their export earnings in manufactured products) will mean a 
reduced ability to import from the United States. The developing 



*/ Arlene Holen, Christopher Jehn, and Robert P. Trost, 
^Earnings Losses of Workers Displaced by Plant Closings," Public 
Research Institute, December, 1981. 
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countries, which now account for over one-third of total U.S. 
exports and have been the fastest growing markets for U.S. pro- 
ducts, have been severely affected by the recent world reces- 
sion. Reducing textile and apparel imports from those nations 
exacerbates their troubled economic condition. The current 
massive debt obligations of the LDCs threaten not only their own 
progress and the export fortunes of U.S. businesses but also the 
foundations of U.S. banks and the international monetary and 
financial system. Allowing foreign exchange earning through 
trade is the best way to deal with the problem of LDC debts. 

SPECIFIC ISSUES OF IMPORTANCE TO RETAILERS 

The Multifiber Arrangement (MFA) . Trade in textiles and 
apparel is more restricted than trade in any other goods. 
Bilateral agreements, negotiated under the rules of the Multi- 
fiber Arrangement, place quantitative restrictions on trade and 
permit discrimination among trading partners. The MFA provides a 
framework for regulation whereby individual countries negotiate 
bilateral agreements on how imports are to be restricted. The 
resulting quota levels are derived according to category. In 
cases where a category is not covered by quotas, the bilateral 
agreements provide mechanisms for establishing such levels during 
the term of the agreement. 

The initial purpose of the MFA was to restrict imports from 
low-wage countries temporarily so they would not disrupt 
industries in the developed high-wage countries. The Arrangement 
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had its beginnings in the late 1950s, when Japan "voluntarily" 
agreed to limit its exports of cotton products to the U.S. In 
1973 f the MFA was signed as an official multilateral "exception" 
to GATT trading rules. The agreement was extended in late 1981, 
to be in effect until 1986. 

Arbitrary categories and rules-of-origin requirements under 
the MFA provide a basis for complex and highly restrictive 
bilateral agreements affecting textile and apparel trade. 
Exceptions to the basic MFA framework incorporated in the 
Protocols of Extension add further to the complexity of these 
requirements. RITAC believes that the debate on renewal of the 
MFA should address these issues, while seeking to reassert the 
Arrangement's original purpose to serve as a transition towards a 
more open international trading system for textiles and apparel. 

Textile and Apparel Calls . A "call" is a governmental 
action to restrict imports of a category of textiles or apparel 
not already under quota restraints. The Committee for the 
Implementation of Textile Agreements (CITA) makes a call by 
issuing a market statement intended to spell out the factors 
which, in its judgment, have created a situation where domestic 
apparel producers are being injured. "Market disruption" is 
to be determined on the basis of a finding of serious damage to 
domestic producers or of an actual threat of such damage. In 
making this determination, paragraph 1 of Annex A of the MFA 
requires the United States and other importing countries to 
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consider "turnover, market sharer profits, export performancer 
employment r volume of disruptive and other imports, production, 
utilization of capacity, productivity and investments." More- 
over, paragraph 1 specifically provides that "(n)o one or several 
of these factors can necessarily give decisive guidance." 

"Market disruption" is a rigorous standard which places a 
heavy burden of proof on a country seeking to establish restrictions 
on textile and apparel trade. Frequently, however, CITA decisions 
are based solely on increased import levels, without serious 
investigation of actual "disruption" of U.S. markets. 

On December 16, 1983, the President authorized a new 
"trigger" mechanism for initiating calls. Under the new 
procedure, the government will presume that "market disruption" 
has occurred when the following two-step test has been met: 1) 
when global imports of a specific category of goods have grown by 
30% or when the ratio of imports to domestic production is 
greater than 20%; and then 2) when imports from a specific 
supplier country equal 1% of total U.S. production in that 
category. We believe that this procedure is inconsistent with 
MFA standards. 

Calls pose special problems for the retail industry. There 
is frequently no advance notice or opportunity to review call 
decisions, or to have any effective input into the decision-making 
process. Moreover, such decisions frequently lack a reasonably 
developed case against specific apparel imports as required under 
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the standards and criteria of Annex A of the MFA and by Paragraph 
8 of the Protocol of Extension. What information is made 
available with formal "market statements" is generally inadequate 
and is normally released after the call has been made. 

Country of Origin Rules for Textiles and Apparel . Recently, 
the Customs Service proposed interim regulations governing the 
importation of textiles and apparel products. Under the guise of 
combating import fraud, these new regulations make substantial 
changes in long-standing Customs policy which will affect 
hundreds of millions of dollars of textile and apparel trade. 
Moreover, the regulations were issued on an interim basis without 
adequate notice or opportunity for public comment. 

RITAC supports efforts to identify and curtail fraud in 
textile trade. Where actual fraud is occurring, it should be 
stopped. However, RITAC believes that these regulations 
interrupt accepted, legitimate trade patterns that have nothing 
to do with fraud. On August 29, RITAC filed a lawsuit in the 
Court of International Trade to enjoin enforcement of these 
regulations, which already are disrupting the textile trade. 
RITAC s legal and policy objections to the regulations are fully 
described in its complaint filed with the Court. 

AGENDA FOR POLICY CHANGE 

Based on the problems described above, RITAC believes that 
significant changes need to be made in U.S. textile and apparel 
trade policy in four broad areas. 



Digitized by VjOOQIC 



84 



First r the international framework £or textile controls, the 
Multifiber Arrangement r is up for renewal in 1986. Any extension 
of the MFA should reflect its original purpose: to serve as a 
temporary transition mechanism, a short-term measure to allow 
industries in importing countries to adjust to global competition 
without undue market disruption. 

Although RITAC is still shaping its formal position on MFA 
renewal issues, we believe that serious consideration should be 
given to restructuring some elements of its current operation. 
For example, products not produced domestically by the United 
States might be taken out of the arrangement. There is no direct 
domestic benefit to workers or consumers by such import restric- 
tions, and they appear inconsistent with the spirit of the MFA. 
Similarly, exceptions to the basic MFA framework which have been 
written into recent protocols of extension should be carefully 
reviewed. Such exceptions have contributed significantly to 
current world-wide textile policy difficulties. 

Second, the domestic textile policy-making process is in 
urgent need of revision. For over 20 years, textile trade policy 
has been made by people and via processes outside of the trade 
policy-making process. Indeed, the recently-published textile 
country-of-origin regulations offer an excellent example of how 
textile and apparel import decisions, taken by the Committee on 
Implementation of Textile Agreements (CITA), are given insuffi- 
cient interagency review. This decision was made without a clear 
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understanding of its implications for U.S. exports, particularly 
agricultural exports, and U.S. trade policy generally. Textile 
policy-making often takes place in a framework that is not 
subject to the same checks and balances as other trade policy. 

RITAC believes that textile policy should be returned to the 
mainstream of U.S. trade policy formulation. Textile decisions 
often involve billions of dollars worth of trade and should be 
considered alongside other trade decisions of vital national 
interest through established interagency policy review channels. 
All interested agencies should be given an adequate opportunity 
to participate in the decision-making process. 

Textile policy decisions should be made according to set 
standards, with public participation, and subject to review by 
the Trade Policy Review Group (TPRG). If an individual decision 
is of particular consequence, review by the Trade Policy 
Committee (TPC) or the Cabinet Council on Comxnerce and Trade 
(CCCT) may also be appropriate. CITA should not be the final 
arbiter of U.S. textile policy decisions. 

Third, the entire textile trade policy-making process must be 
made more open. Sound policy-making must reflect the interests not 
only of the textile industry, but also of retailers, importers, 
consumers, workers, and other affected groups. Too often, deci- 
sions are made by fiat, in the dark, without adequate findings or 
justification. Retailers and other interested parties often do 
not receive the timely notice to which they are entitled before 
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import restraint actions are taken. Such notice is not only 
essential to permit comment on proposed restraints but also to 
allow orderly adjustment of commercial arrangements. A more open 
decision-making process will help to ensure that textile and 
apparel policy decisions reflect the interests of all segments of 
the economy. 

Fourth, and finally, any future import relief for the 
textile and apparel industries should be expressly linked to an 
industry/labor commitment to improved productivity and, where 
appropriate/ to effective worker adjustment and retraining assis- 
tance. Temporary relief should not become a permanent crutch for 
manufacturers or workers who are unwilling to take the necessary 
steps to remain competitive in world markets. 

Government can assist this process by encouraging capital 
investment in more efficient plants and equipment. Labor- 
management cooperation in seeking to improve productivity through 
more efficient procedures and better working conditions should 
also be encouraged. Most important, employees who lose jobs as a 
result of industry restructuring should be eligible for effective 
retraining and job counseling services which will permit them to 
move into other sectors of the economy. 

Only by linking import relief with improved productivity and 
effective worker adjustment assistance can the government expect 
to resolve the current impasse. 

RITAC appreciates the opportunity to present its views to 
the Committee. We look forward to working with the Committee in 
future hearings on this very important subject. 
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RIIAC 

RedvilIndustry'Eiade AcncN Chyjncw 

July 2, 1984 



Mr. Wtfter C. Lenahan 
Deputy Assistant Secretary 

for Textiles and Apparel 
United States Department of Commerce 
Room 3001 
14th Street Between Constitution Avenue 

and E Streets, N.W. 
WMMnffton, D.C. 20230 

Dear Mr. Lenahan: 

On behalf of The Retail Industry Trade Action CoaUtion (RTTAC) which 
consists of chief executive officers from 20 retail firms and six national trade retail 
associations, I am writing to object to the restrictions imposed on man-made fiber 
luggage. The members of RITAC are listed on the enclosed sheet. V9t believe the 
call is illegal and unjustified. The restrictions should be lifted as soon as possible. 

' Background 

On January 13, 1984, notice was published in the Federal Register indicating 
that, pursuant to Article 3 of the MFA, the United States had requested consulta- 
tion with the Republic of Korea to discuss trade in Category 870 (only TJS.UJS.A. 
Nos. 708.4144 and 706.4 1S2), covering man-made fiber luggage. The notice also 
indicated that a "temporary restraint" of 18,435,270 pounds had been placed upon 
imports of Categroy 670 (only TJS.U.S.A. Nos 706.4144 and 706.41S2) merchandise. 
49 Fed. Reg. 1786 (January 13, 1984X 

The temporary restraint limit has nearly been reached, and in the near future 
no more imports of man-made fiber luggage from Korea will be allowed to enter 
the UjS. market. This action has resulted in serious damage to the business of 
RITAC member companies. In our view, the merchandise does not fall within the 
purview of the MFA, and therefore the restraint is not permitted. Moreover, even 
if the merchandise does fall within the purview of the MFA, it is dear that the 
r e q u ir e m e nts o f th e MFA have been ignor e di 



Chairman V'uvC'Mnimuin /'nuMmi MnihiifiMj; I)!?!-!!!* 

WILLIAM A ANHRbS IX^NAI l> V ^1 IIUR I SI IMNFR I H I imi K( i I ROW R I mO\ 'S| 

(1vHrni.Mi(iriluii>.iril R. iii. .1 ( i. •hmi.ik ..I rh. |l.i;.l ( li.iiniMnol di. K..<,l 

iVt\i<m llihknti '•H|«i.iiii<ii |( I" .1. I ii.|iii\ III. / i\i. I ..iiH.i .ll. 

lntl•rn.lliMn.ll St|ii.if( .Sniii UV ISJ^ l%r ^inrl. N.W. \\.is|ui)t:lon. I>A 'v\HV« 



Digitized by VjOOQIC 



88 



Procedural Defects 



The United States' failtire to provide advance notice of the call and an 
opportunity to comment violated our members' statutory and Constitutional due 
process rights and caused them serious harm. As you know, the question of the 
applicability of Constitutional and statutory procedural safeguards to the UJ3. textile 
import program is now pending before the Court of Appeals for the Federal Circuit 
in the American Association of Exporters and Importers - Textile and Apparel Group 
(AAEI - TAG) lawsuit. Regardless of the outcome of that appeal there can be no 
doiJbt es to the harm these procedural shortcomings have caused. 

That harm includes additional costs and delays in entering merchandise subject 
to the call, the actual embargo of merchandise already shipped and paid for, and 
the curtailment or delay of imports already ordered and paid for thrtHigh irrevocable 
letters of credit. Our members' economic losses were compounded by the lack of 
notice because, until the day of the January 13, 1984, Federal Register notice, these 
companies continued to engage in normal business transactionTwith no reason to 
know that the United States government was poised to undo the benefit of their 
transactions. Not only would a suitatde notice period have given our members an 
opportunity to comment on the merits of the prospective call, possibly causing the 
United States to have refrained from its issuance, but equally important, such a 
period would have allowed importers to avoid incurring additional economic loss 
through the continuing conclusion of new contracts involving Category 670 (only 
T^.U^.A. Nos. 706.4144 and 706.41S2) merchandise. We can see no JusUficaUon for 
denying American importers and retailers the minimal procedural protection of a 
suitable notice period. 

Lack of Compliance with MFA Requirements 

RITAC submits that much of the luggage which has been made the subject of 
this call is not even chiefly composed of textile materials either by weight or value, 
but are composed chiefly of vinyl or other products. This means, therefore, that 
the United States has no authority to restrain the importation of such luggage, since 
these products are not textile products at all, as they are defined by the MFA. 

RITAC believes these products are not covered by the MFA. However, even If 
these products were covered, the January 13, 1984, call was issued in blatant 
disregard of applicable substantive requirements. The January 1984 market state- 
ment mechanistically enumerates import and production data and the import to 
production ratios based upon these data, without fully explaining how these data 
were obtained. In any ess e, the accuracy of the data relied upon is problematical. 

Since the import d ate prtof to Jun e 1 9 82 ai e e s t i m ated using a qu e stinnahle m^thn- 

dology based on^ assumptions which are not valid (i.e., constant product mix from 
year to year.) Moreover, imports are measured in pounds, not units, which raises a 
question as to whether the non-textile weight of luggage (which can be substantial) 
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has been exeluded or indiided in the import tttimates. In addition, the statement 
makes unsuppprted statements ooneeming price underselling and market disruption, 
and thus, falls far short of meeting the standards for taking restrictive import 
actions set forth in the MFA. 

Paragraph 1 of Annex A of the MFA requires that "the determination of a 
situation of 'market disruption* . . • shall be based on the existence of sytoiM 
damage to domestic producers or actual threat thereof." (Emphasis added.) In 
determining whether "serious damage" has been caused by increased imports, the 
MFA requires the United States (and other importing countries) to consider turnover, 
market share, profits, export performance, employment, volume of disruptive and 
other imports, production, utilisation of capacity, productivity and investments. 
Moreover, Paragraph 1 specifically provides that "(n)o one or several of these factors 
can necessarily give decisive guidance." 

The requirements for finding market disruption or threat thereof do not stop 
there. For instance, in contrast with the rough price measures reflected in the 
January 1984 Market Statement, prices compared must be for "similar goods of 
comparable quality" and they must be compared "with the prices which normally 
prevail for such products sold in the ordinary course of trade and under open market 
conditions by other exporting countries in the importing country." In the case of 
Category 607 merchandise, it is not at all dear that the products compared are, in 
fact, similar. Was the domestically produced item chiefly made of nylon or was it 
made of some other, non-textile, material such bs plastic or leather? 

The MFA also requires the United States to take account of the interests of 
the exporting country, including the exporting country's state of development, the 
importance of the textile sector to the economy, the employment situation, overall 
balance of trade in textiles, trade balances with the importing country concerned 
and overall balance of payments. The January 13, 1984, caU ignored this require- 
ment, as well BS the others previously mentioned, in clear contravention of the 
committment made by the United States in the 1981 Protocol extending the MFA to 
abide by the "discipUne" of the MFA's market disruption standard. 

It is Uine, RITAC submits, for the United States to cease harming American 
importers^ retailers, and consumers by taking restrictive actions in blatant disregard 
of the applicable standards established in the MFA, and made appUcable by biUteral 
agreement and fundamental principles of U^. administrative law. As long ago as 
December 28, 1981, the United SUtes admitted in a United States Department of 
Commerce solicitation to procure data from national consumer apparel panels,^ that 
there is a lack of sufficient and timely apparel production, sales, consumption and 
price data . . . necessary to identify market disruption resulting from imports and 
to determine and monitor current trends in apparel markets." Since the date of 
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that tollelUtiofi, there has been no discenilble improvement in the United Statei 
government's informational capabilities, as witnessed by the January 13, 1984, eaU 
on Category 670 (only TJS.UJ3^. Nos. 706^144 and 706.4152) from the RepubUe <^ 
Korea. 

Abaence of Market Disruption 

Current published information coneeming the condition of the domestic industry 
and information that our members have been able to obtain demonstrate the absence 
of market disruption or threat thereof to the domestic industry. The pertinent 
information demonstrating the abaence of actual or threatened market disruption is 
set forth below. 

The threshold requirement for demonstrating actual or threatened market 
disruption is that the domestic industry be seriously damaged or threatened with 
serious damage. Although no data are available on a category-specific basis, the 
information that is available demonstrates that the domestic producer s of textllea 
used in the production of Category 670 (only T^.UJSJl. Noa. 706.4144 and 706.4152) 
merchandise are part of an industry that is currently enjoying remarkably healthy 
business conditions. Thus, in contrast with the production and other information 
relied upon by the United SUtes in nnding market disruption, the June 1984 Fe<leral 
Reserve Board Report on Capacity Utilisation and Output of UJS. manufacturing 
sectors shows that output index for textile manufacturers had grown by 13.7 per- 
centage points between the first quarter of 1983 and the first quarter of 1984. 
Moreover, in May 1984 U^. producers of textile products were operating at 88 
percent of capacity utilisation, up from 8S.4 percent in the same month a year ago. 
Recently issued Bureau of Labor Statistics data show, also, that employment of 
textile mill workers was up 4 percent from May 1983 to May 1984. These statistics 
create a presumption that the domestic textile industry is not experiencing market 
disruption or threat thereof. 

Moreover, there is no proof contained in the January 1984 Market Statement 
that U.S. manufacturers of luggage products have, in fact been injured as a result 
of Import growth. Quite the contrary may be true. A February 1983 article which 
appeared In Industrial Fabrics Product Review indicates, for instance, that U^. 
consumption of N^on fabrics in the production of soft-side luggage increased from 
6.1 million pounds in 1080 to 8.9 million pounds in 1982. A similar increase has 
occured in tlie consumption of Cordura nylon and in cotton/polyester blend fabrics. 
In 1980 U.8. consumption of these fabrics was 1.48 and 1.8S million pounds respect- 
ively. In 1982 U.8. consumption had increased to 3.02 and 2.32 million pounds. 
Moreover, the January 1984 issue of Industrial Fabrics Product Review reports that 
total U.8. production of soft side luggage in 1983 increased 5 percent and U^. 
production Is expected to increase by 10 percent in 1984. 

In addition to these astounding figures, RITAC submits thaTli substantial 
percentage of luggage Imports are brought into the country by U^. manufacturers, 

themselves. 
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In short, it is dear that, in violation of the applicable MFA requirements, the 
January 13, 1984, call was not based on any demonstration of marlcet disruption or 
threat thereof to either UjS. textile or luggage producers. For the reasons set forth 
above, we urge that the January 13, 1984, call be withdrawn before additional harm 
is caused to our members as a consequence of the procedurally and substantively 
defective action. 



Sincerely, 

William A. Andres 
Chairman 



WAAtR NL:e<k' 
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RIESC 

Retafl Corepmtes 

Associated Dry Qoodi Corporation 

Associrtod Morehandlsliv Corporatioii 

B«]liet*s, Ine. 

BATUS Rotall Group 

Carter Hawloy Hale Stores, Ine. 

Dayton Hudson Corporation 

Edison Brothers Stores, Ine. 

Federated Department Stores, Ine. 

J. C. Penney Company, Ine. 

K mart Corporation, Ine. 

Proffitt*s Ine. 

R. H. Maey & Co., Ine. 

Sears, RoetNiek and Co. 

Selber Broa., Ine. 

Spiegel, Ine. 

Tandy Corporation 

The May Deportment Stores Company, Inc. 

Walgreens 

Zale Corporation 

Zayre Corp. 

Associations 

American Retail Federation 

Association of General Merchandise Chains, Ine. 

Direct SeHli^ AssociaUon 

National Association of Chain Drug Stores 

NaUonal Mas Retailii« Institute 

National Retafl Merchants Association 
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Rm Immemaie Release 
RTIAC 



CONTACT: 
Nancy Siebert 
(202) 833-3013 



ReiAILlNIXJSlTOlfe^raAcTIC^COAlI^^ 

RETAIL COALITION TO FIGHT FOR FREER TRADE 

Washington, D.C. — June 27 — A coalition of large and small 
retail merchants from across the country announced today that 
it will press for freer international trade to ensure the best 
possible choice and value for consumers. 

The Retail Industry Trade Action Coalition (RITAC) now consists 
of the chief executive officers from 20 retail firms and eight 
natiojial retail associations. Its Executive Committee Chairman 
is William A. Andres, Chairman of the Board of the Minneapolis- 
based Dayton Hudson Corporation. Former J.C. Penney Chairman 
Donald V. Seibert of New York is the Vice Chairman. 

"Retailers are alarmed at the mounting pressure to restrict 
imports'*, said Andres in his opening remarks, "because consumers 
end up paying billions of dollars more than is necessary for 
clothing, shoes and other items they want from abroad." 

RITAC s chief concerns, as expressed by Andres and other press 
conference participants, are maintaining consumer choice and 
value in the merchandise retailers stock and improving the com- 
petitiveness of American industry to end reliance on import 
restrictions. RITAC hopes to educate Congress and other key 
publics that freer trade does not cost American jobs. 

"We are concerned about jobs and about the adjustment American 
workers and industry must make to new developments and increased 
competition", Andres said, "but quotas on imports or other re- 
strictions force us to trade jobs in certain industries for jobs 
that could have been created elsewhere. And new restrictions on 
imports invariably rebound to cut jobs here as other countries 
retaliate. 

International Square, Suite 400a 1825 Eye Street, N.W.D Washington, D.C 20006 

(202)429-2015 
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Andres and a series of other speakers outlined the problons 
retailers face In attenptlng to maintain the wide selection of 
goods and the low prices that consumers demand In the face of 
the highly restricted International trade In textiles and apparel. 
They cited horror stories of merchandise embargoes by the United 
States government that cut off shipments and force higher prices 
for their customers. 

Andres termed the textile and apparel Import quota program 

"a trluB^h of politics over economic comnnn sense," and estimated 

the cost to consumers at over $4 billion In 1984. 

"We are going to take a direct political approach to boost 
freer trade," the Coalition Chairman pledged. "We've written 
the President, met with the Secretary of Commerce, and we're 
expanding our contacts at the White House and on Capitol Hill." 

The Coalition has been active since January 1984 mounting a series 
of legal and political challenges to protectionist measures. 
RITAC intends to challenge the validity of administration "calls" 
that have halted the shipment of apparel from abroad, and has 
joined in an appeal of a ruling of the Court of International Trade. 

"In the longer term," Andrea revealed, "the Coalition will work 
to raise consumer voices in opposition to the billions of dollars 
in hidden taxes they pay due to insert restrictions." Broadening 
the Coalition to Include more retail companies is another prime 
objective. 

"Retailers are not ready to stop competing," Andres continued. 
"Every day in every retail store in America we take a consumer poll 
of likes and dislikes. We want to continue giving them the fashion- 
right, high quality, competitively priced products they want from 
all over the world." 

The U.S. retail Industry employs 16.7 million people in about 
two million establishments. Retail sales of over $1 trillion in 
1983 accounted for almost one-third of the GNP. 

« « « 
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Retail Coitg>anie8 

Associated Dry Goods Corporation 

Associated Merchandising Corporation 

Balllet's, Inc. 

BATUS Retail Group 

Carter Hawley Hale Stores, Inc. 

Dayton Hudson Corporation 

Edison Brothers Stores, Inc. 

Federated Department Stores, Inc. 

J. C. Penney Company, Inc. 

K mart Corporation, Inc. 

Proffltt's Inc. 

R. H. Macy 6 Co., Inc. 

Seeurs, Roebuck and Co. 

Selber Bros., Inc. 

Splegal , Inc . 

Tandy Corporation 

The May Department Stores Company, Inc. 

Walgreens 

Zale Corporation 

Zayre Corp. 



Associations 

American Retail Federation 

Association o£ General Merchandise Chains, Inc. 

Direct Selling Association 

National Association o£ Chain Drug Stores 

National Mass Retailing Institute 

National Retail Merchants Association 

National Shoe Retailers Association 

Volume Footwear Retailers of America, Inc. 
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RITAC 

RETAlLlNDUSravlRADE AcTION OdALITION 



September 10, 1984 



Mr. Walter C. Lenahan 
Deputy Assistant Secretary 
for TextUes and Apparel 
Room 3001 

United States Department of Commerce^ 
Washinfi^ton, D.C. 20230 

Dear Mr. Lenahan: 

On behalf of The Retail Industry Trade Action Coalition (RITAC), which 
consists of the chief executive officers of 20 retail firms and six national trade 
retail associations, I am writinfi^ to object to the restrictions recently imposed on 
imports of man-made fiber mens and boys shirts from Indonesia. The members of 
RITAC are listed on the enclosed sheet. We believe the call is illegal and unjusti- 
fied; the restrictions should be lifted immediately. 

Background 

On June 21, 1984, notice was published in the Federal Register indicating that, 
pursuant to Article 3 of the MFA and Section 204 of the Agricultural Act of 1956, 
as amended, the United States had requested consultation with Indonesia to discuss 
trade in Category 640, covering man-made fiber mens and boys shirts. The notice 
also indicated that a temporary restraint of 49,801 dozen during the May 29 through 
August 26, 1984 period had been placed upon imports of Category 640 merchandise. 
49 Fed. Reg. 25498. This action has caused substantial economic loss to RTTAC 
member companies. 

As we explain more fully below, the United States' action concerning trade in 
Category 640 merchandise from Indonesia was taken in total disregard of the require- 
ments of the MFA to show that imports of man-made fiber mens and boys shirts 
from Indonesia are causing market disruption. 

Procedural Defects 



The failure of the U.S. government to have provided advance notice or tne can 
and a reasonable opportunity to Qomment was in violation of the due process rights 
of our member companies and has caused them serious harm. As you know, the 
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question of the applicability of Constitutional and statutory procedural safeguards to 
the U.S. textile import program is now pending before the Court of Appeals for the 
Federal Circuit in the American Association of Exporters and Importers - Textile 
and Apparel Group (AAEI-TAG) lawsuit. Regardless of the outcome of that appeal 
there can be no doubt as to the harm these procedural shortcomings have caused. 

That harm includes additional costs and delays in entering merchandise subject 
to the call, the actual embargo of merchandise already shipped and paid for, and 
the curtailment or delay of imports already ordered and paid for through irrevocable 
letters of credit. Our members' losses were compounded by the lack of advance 
notice, since they continued to engage in normal business transactions up to the 
very day of the June 21, 1984 notice. Not only would a suitable notice period have 
given our members an opportunity to comment on the merits of the prospective call, 
possibly persuading the United States not to issue the call, but, equally important, 
such a period would have permitted our members to avoid incurring additional 
economic loss through the continuing conclusion of new contracts involving Category 
640 merchandise from Indonesia. We can see no justification for denying American 
importers and retaUers the minimal procedural protection of a suitable notice period. 

Lack of Compliance with MFA Requirements 

Paragraph 1 of Annex A of the MFA requires that "the determination of a 
situation of 'market disruption' . . . shall be based on the existence of serious 
damage to domestic producers or actual threat thereof." (Emphasis addedl Tn 
determining whether "serious damage" has been caused by increased imports, the 
MFA requires the United States (and other importing countries) to consider turnover, 
market share, profits, export performance, employment, volume of disruptive and 
other imports, production, utilization of capacity, productivity and investments. 
Moreover, Paragraph 1 specifically provides that "(n)o one or several of these factors 
can necessarily give decisive guidance." 

The requirements for finding market disruption or threat thereof do not stop 
there. For instance, in contrast with the rough price measures reflected in the May 
1984 Market Statement, prices compared must be for "similar g^oods of comparable 
quality" and they must be compared "with the prices which normally prevail for such 
products sold in the ordinary course of trade and under open market conditions by 
other exporting countries in the importing country." 

In addition to Paragraph 1 of Annex A, Article 6 of Appendix A of the MFA 
acknowledges that based on ". . . the need for special treatment for exports of 
textile products from developing countries, the criterion of past performance shall 

not be ftppUed in the estab li s hm e nt o f qu o t as f o r theic -expocts- o f pr oducts ttomS 

those textile sectors in respect of which they are new entrants in the markets 
concerned and a higher growth rate shall be accorded to such exports . . . ." 
(Emphasis added.) The fact that in 1981 U.S. imports of Category 640 merchandise 
from Indonesia only amounted to one thousand dozen is indicative of Indonesia's 
"new entrance" of Category 640 merchandise into the marketplace. Furthermore, 
when U.S. imports of Category 640 merchandise from Indonesia are compared to the 
total quantity of U.S. imports of Category 640 merchandise for the year ending 
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March 1984 (152 to 11,443 thousand dozen), it is very diffieult to justify the 
"serious disruption" that the UJS. domestic maricet is experiencing from U^S. imports 
of Category 640 merchandise produced by Indonesia. 

The June 21, 1984, call was issued in blatant disregard of these requirements. 
The mechanistic enumeration of 1983 import data, 1982 production data, and import 
to production ratios based thereon, coupled with conclusory and unsupported state- 
ments concerning price underselling and market disruption, falls far short of meeting 
the standards for talcing restrictive import actions set forth in the MFA. Moreover, 
while the May 1984 Market Statement claims that there has been a "sharp and 
sut>stantial increase of imports" of Category 640 merchandise, in fact in 1983 total . 
imports of this merchandise decreased, and for the twelve-month period ending 
March 1984 the level of imports still remains below the 1982 level. As such, the 
United States' action was in clear contravention of the commitment made by the 
United States in the 1981 Protocol extending the MFA to abide by the "discipUne" 
of the MFA*s market disruption standard. 

The MFA also requires the United States to take account of the interests of 
the exporting country, including the exporting country's state of development, the 
importance of the textile sector to the economy, the employment situation, overall 
balance of trade in textiles, trade balances with the importing country concerned 
and overall balance of payments. In the case of Indonesia this additional informa- 
tion is relevant. According to the Federal Financial Institutions Examination 
Council, Indonesia owes U.S. banks more than $3 billion doUars. Indonesia depends 
upon its textile trade to repay this outstanding debt. Moreover, based on Depart- 
ment of Commerce statistics, the United States had a 1983 trade surplus of over $1 
billion with Indonesia. 

The United States improperly ignored this information, as well. Had it 
examined this information, it would certainly have concluded that restraining trade 
in Category 640 merchandise will affect Indonesia's future ability to purchase U.S. 
exports. 

It is time, RITAC submits, for the United States to cease harming American 
importers, retailers, exporters and consumers by taking restrictive actions in blatant 
disregard of the applicable standards established in the MFA and made applicable by 
bilateral agreement and fundamental principles of U.S. administrative law. As long 
ago as December 28, 1981, the United States admitted in a U.S. Department of 
Commerce solicitation to procure data from national consumer apparel panels,^ that 
"there is a lack of sufficient and timely apparel production, sales, consumption and 
price data . . . necessary to identify market disruption resulting from imports and 
to -determine and mon itor curren t trends in .apparel markets." Since the date of 
that solicitation, there has been no discernible improvement in the United States' 
informational capabilities, as witnessed by the June 21, 1984 call on Category 640 
from Indonesia. 
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Absence of Market Disruption 

Current published information concerning the condition of the domestic industry 
and information that our members have been able to obtain demonstrate the absence 
of market disruption or threat thereof to the domestic Industry. The pertinent 
information demonstrating the absence of actual or threatened market disruption is 
set forth below. 

The threshold requirement for demonstrating actual or threatened market 
disruption is that the domestic industry be seriously damaged or threatened with 
serious damage. Although no data are available on a category-specific basis, the 
information that is available demonstrates that the domestic producers of Category 
640 merchandise are part of an industry that is currently enjoying remarkably 
healthy business conditions. Thus, in contrast with the production and other informa* 
tion relied upon by the United States in finding market disruption, the June 16, 1984 
Federal Reserve Board Report on Capacity Utilization and Output of U.S. manufac- 
turing sectors shows that the output index for textile manufacturers had grown by 
almost 4 percentage points between the second quarter of 1983 and the first quarter 
of 1984. Moreover, in May 1984 U.S. producers of textile products were operating 
at 85.7 percent of capacity utlization. Recently issued Bureau of Labor Statistics 
data show, also, that employment of textile mill workers was up almost 2 percent 
from July 1983 to July 1984. During the same time period employment for apparel 
workers increased over 4 percent. This translates into a gain of over 60,000 jobs in 
this sector of the U.S. economy. These statistics create a presumption that the 
domestic textile/apparel industry is not experiencing market disruption or threat 
thereof. 

Recent articles in the trade press confirm the favorable picture that official 
UJS. government statistics paint of the industry's current condition. For example, a 
May 7, 1984 Wall Street Journal article reports that U.S. textile manufacturers 
experienced a 68 percent net increase in profits on continuing operations between 
the first quarter of 1983 and the first quarter of 1984. Moreover, according to an 
article published in the April 19, 1984 Daily News Record , U.S. man-made fiber 
producers experienced an 8 percent increase in capacity utilization from 78.8 
percent capacity untUization in May 1983 to 85.4 percent capacity ultilization in 
March 1984. Similarly, on May 10, 1984, the Daily News Record reported that 
shipments of man-made fiber by U.S. producers were 8 percent higher in the first 
quarter of 1984 compared with the first quarter of 1983. 

Finally, data independently collected by RITAC and the National Retail 
Merchants Association C'NRMA**) suggest that UJS. apparel manufacturers are, in 
fact, responsible for a large percentage of the shipments of Category 640 merchan- 
dise from Indonesia. RITAC and NRMA interviewed the senior merchants of 18 
general merchandise retail firms with annual sales in excess of .$80 billion dollars. 
The merchants were questioned extensively about their firms' orders of Category 640 
merchandise during the twelve-month period ending March 31, 1984. Only 20 
percent of the respondents had actually placed any orders for this type of merchan- 
dise in Indonesia. Moreover, the total number of orders placed during the twelve- 
month period ending March 31, 1984, by responding firms accounts for only 25 
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percent of the total shipments of Category 640 merchandise from Indonesia for the 
period, and these same firms accounted for only only 12 percent of the shipments 
made in the first three months of 1984. While the 18 firms interviewed do not 
account for all direct orders of Cate^fory 640 merchandise from Indonesia placed by 
retailers, we believe they account for the majority of orders directly placed by 
retail firms for the period. This is because the firms in our sample include most, if 
not all, of the major U.S. chain and department stores, and because most smaller 
retailers do not directly import, but instead limit their purchases to domestic 
sources. Thus, we believe that the bulk of the remainding trade in Cate^ry 640 
merchandise from Indonesia — certainly well over 50 percent — must be the result 
of orders placed by U.S. manufacturers. A finding of market disruption or threat 
thereof cannot, we submit, be predicated even in part on such U.S. manufacturers' 
imports. 

In short, it is clear that, in violation of the MFA requirements the June 21, 
1984 call was not based on any demonstration of market disruption or threat 
thereof. For the reasons set forth above, we urge that the June 21, 1984 call be 
withdrawn before additional harm is caused to our members as a consequence of the 
procedurally and substantively defective action. 

Sincerely, 



William A. Andres 
Chairman 

edr 

Enclosure 

cc: Honorable Malcolm Baldrige 

Ambassador William E. Brock 

Honorable Raymond J. Donovan 

Ambassador Richard H. Imus 

Honorable Donald T. Regan 

Honorable George P. Shultz 

Mr. William E. Barreda 
Mr. Irvine I. Kramer 
Mr. Paul Pilkauskas 
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Retail Companies 



Associated Dry Goods Corporation 
Associated Merchandising Corporation 
Balliet*s, Inc. 
BATUS Retail Group 
Carter Hawiey Hale Stores, Inc. 
Dayton Hudson Corporation 
Edison Brothers Stores, Inc. 
Federated Department Stores, Inc. 
J. C. Penney Company, Inc. 
K mart Corporation, Inc. 
Proffitt's Inc. 
R. H. Macy <5c Co., Inc. 
Sears, Roebuck and Co. 
Selber Bros., Inc. 
Spiegel, Inc. 
Tandy Corporation 

The May Department Stores Company, Inc. 
Walgreens 
Zale Corporation 
Zayre Corp. 



Associations 

American Retail Federation 

Association of General Merchandise Chains, Inc. 

Direct Selling Association 

National Association of Chain Drug Stores 

National Mass Retailing Institute 

National Retail Merchants Association 

National Shoe Retailers Association 

Volume Footwear Retailers of America, Inc. 
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OMtTBD STATES COORT OF XIITCWIATXOIIAL TRADE 



RETAIL IMOOSTRY TRADE ACTION COALITION: 
ASSOCIATED DRY GOODS CORPORATION; ASSOCIATED 
MERCBANDISING CORPORATION! BALLIET'S, 
INC. I BATUS RETAIL GROUP; DATTON HODSON 
CORPORATION! EDISON BROTHERS STORES, INC. I 
PEDERATSD DEPARTMENT STORES, INC. I E HART 
CORPORATION, INC.; R.fl. MACY 4 CO., INC.; 
THE MAY DEPARTMENT STORES COMPANY, INC.; 
J.C. PENNEY COMPANY, INC.; PROPPITT*S, INC.; 
SELBER BROS., INC.; SPIEGEL, INC.; SALE 
CORPORATION; ZAYRE CORPORATION, and AMERICAN 
ASSOCIATION OF EXPORTERS AND IMPORTERS 
- TEXTILE AND APPAREL GROOP; ASSOCIATION OP 
GENERAL MERCHANDISE CHAINS, INC.; NATIONAL 
RETAIL MERCHANTS ASSOCIATION, 

Plaintiffs, 



UNITED STATES CUSTOMS SERVICE; UNITED 
STATES DEPARTMENT OP THE TREASURY; COM- 
MITTEE FOR THE IMPLEMENTATION OF TEXTILE 
AGREEMENTS; UNITED STATES DEPARTMENT OF 
COMMERCE; UNITED STATES DEPARTMENT OF LABOR; 
UNITED STATES DEPARTMENT OF STATE; OFFICE 
OF THE UNITED STATES TRADE REPRESENTATIVE; 
THE UNITED STATES; and 

WILLIAM VON RAAB, Commissionar of Customs; 
JOHN M. WALKER, JR., Assistant Sacratary 
of tha Traasury; DONALD T. REGAN, Sacratary 
of tha Traasury; WALTER C. LBNAHAN, Chaiman, 
Committaa for tha Implamantation of Taxtila 
Agraamants; MALCOLM T. BALDRIGE, Sacratary 
of Comnarca; RAYMOND J. DONOVAN, Sacratary 
of Labor; GEORGE P. SHULTZ , Sacratary of 
Stata; and WILLIAM E. BROCK, Unitad Statas 
Trada Rapraaantativa, 

Dafandanta. 



Court No. 
S4-S-01204 



COMPLAINT FOR DECLARATORY AND INJUNCTIVE RELIEF 

Plaintiffa, by thair attornaya, WEIL, GOTSHAL & 
MANGES, for thair complaint, allagax 
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iUTOM or THE J^CTIOM 

1. This la a civil action for declaratory and in- 
junctive reliaf. it is brought byt ths Rttail Industry 
Trads Action Coalition ("RITAC*) on behalf of Its menbers, 
the members of RlTAC noted below in their individual capacity 
(hereinafter, the "Rttail Pirms"),! and the trade association 
iteiBbers of RITAC noted below, on behalf of their respective 
Members. 2 The Retail Pirms purchase, and import into the 
Qhited States, textiles and textile products which, on August 
3, 1964 becone subject to new regulations issued by the 
United States Customs Service (the "Customs Service") under 
the direction of the Committee for the Implementation of 
Textile Agreements ("CITA") (49 Fed. Rag. 31,248) (the "regu- 
lations") . 

The regulations were promulgated without prior no- 
tice of proposed rulemaking and without affording any oppor- 
tunity for public comment. Moreover, the regulations have 



1. Associated Dry Goods Oorpo ration i Associated Merchan- 
dising Oorporationi Balliet's, Inc.; BATUS Retail (^roup; 
Dayton Hudson Gorporationi Edison Brothers Stores, Inc.i 
Federated Department Stores, Inc.i K mart Corporation, Inc.y 
R.B. Nacy & Co., Inc.; The Nay Department Stores Company, 
Inc.; J.C. Penney Company, Inc.; Proffitt's, Inc.; Selber 
Bros. Inc.; Spiegel, Inc.; Sale Oorporationt and Xayre Corpo- 
ration. 

2. American Association of Exporters and Importers - Textile 
and Apparel Groups ("TAG"); Association of (General Merchan- 
dise Chains, Inc. ("AGMC"); and National Retail Merchants 
Association ("NIMA"). 
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substantially changed the standards and procedures for deter«- 
mlning the applicability of quantitative restrictions and the 
proper source of visas or export licenses utilised to effec* 
tuate such restrictions, as iiell as country of origin marking 
requirements for imported textiles and textile products. Tha 
regulations have also imposed new documentation, inspection 
and enfbrcement provisions to effectuate tho new standards. 

Plaintiffs maintain that issuance of the regula- 
tions by the Customs Service violated required administrative 
procedures and ims in excess of constitutional and statutory 
authority. Moreover, the regulations themselves are arbi- 
trary, capricious, an abuse of discretion, and otherwise con- 
trary to law. On these <^rounds, the Court should declare the 
regulations unlawful and set them aside and enjoin Defendants 
from enforcing them. 

JURISDICTION 
2. This Court has jurisdiction over this action 
pursuant to 28 U.S.C. S 1581( i) <3 )*<4) in that it is com- 
menced against the United States, its agencies, and its 
officers, and arises out of Section 204 of the Agriculture 
Act of 1956, as amended (7 U.S.C. S 18S4), a law of the 
United States providing for embargoes or other quantitative 
restrictions on the Importation of merchandise for reaaons 
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other than th« protection of the public health or safety, and 
the adnlnlstration and enforcement of such eAbargoes or other 
quantitative restrictions. 

3. Plaintiffs seek declaratory and injunctive 
relief, which this Court is empowered to grant under 28 
O.S.C. SS 1585, 1651, and 2643 (c)<l). There exists between 
Plaintiffs and Defendants an actual and justiciable contro- 
versy as to which Plaintiffs have no adequate remedy at law 
and require a declaration of their rights by this Court. 

4* Plaintiffs have standing to bring this civil 
action under 28 U.S.C. $ 2631(1), in that Plaintiffs are per* 
sons adversely affected and aggrieved by agency action within 
the meaning of 5 U.S. C. $ 702, in the manner described below. 

THE PliRTIBS 
5. Plaintiff Ratail Industry Trade Action Coali- 
tion ("RITAC*) is an unincorporated associatic: with its 
principal office in the District of Columbia. RZTAC is com- 
posed of various retail trade associations as well as firms 
within the retail industry. The members of those associa- 
tions and these retail firms import and sell, among other 
articles, textiles and textile products. RITAC represents 
its members' interests in public policy matters involving 
international trade. 
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6. Plaintiff Associattd Dry Goods Oorporation ia a 
corporation organised and axisting undar tha lawa of tha 
Stata of Virginia • Aaaociatad Dry Oooda Corporation la prin- 
cipally angagad in tha buainaaa of aalling narchandiaa at ra- 
tal!^ including textiles and textile products and acts as 
importer of record for certain of the merchandiae that it 
aalls, including textiles and textile products. 

7. Plaintiff Aaaociated Nerehandlalng Corporation 
ia a corporation organised and existing under the lawa of the 
Stata of New York. Aaaociated Merchandiaing Corporation 
serves aa a buying office for firms within the retail indus- 
try and, in this capacity, acta aa importer of record for 
certain merchandise, including textiles and textile products* 

a. Plaintiff Balliet*s, Inc., is a'corporation or- 
ganiaed and existing under the laws of the State of OKlahoma. 
Balliet*a, Inc. ia principally engaged in the buainaaa of 
aalling merchandiae at retail, including textilea and textile 
producta and acta aa importer of record for certain of the 
merchandiae that it sells, including textiles and textile 
producta. 

9. Plaintiff BATU8 Retail Group ia a corporation 
organised and existing under tha lawa of the State of 
Delaware. BATUS Retail Group is principally engaged in the 
business of selling merchandiae at retail, including textiles 
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and tMtile products and acts as importar of racord for 
certain of tha narchandlsa that it sails, including textiles 
and textile products. 

10. Plaintiff Dayton Hudson Corporation is a 
corporation organized and existing under the laws of the 
State of Minnesota. Dayton Hudson Corporation is principally 
engaged in the business of selling merchandise at retail, 
including textiles and textile products and acts as importer 
of record for certain of the merchandise that it sells, 
including textiles and textile produces. 

11. Plaintiff Bdiaon Brothers Stores, Inc. is a 
corporation organ isad and existing under the la««s of the 
State of Delaware. Bdison Brothers Stores, Inc. is princi- 
pally engaged in the business of selling merchandise at re- 
tail, including textiles and textile products and acts as 
importer oC record for certain of the merchandise that it 
sells, including textiles and textile products. 

12. Plaintiff federated Department Stores, Inc. is 
a corporation organised and existing under the laws of the 
State of Delaware. Federated Department Stores, Xnc. is 
principally engaged in the business of selling merchandise at 
retail, including textiles and textile products and acts as 
importer of record for certain of the merchandise that it 
sells, including textiles and textile products. 
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13. Plaintiff K aart Go rpo cation » Inc. is a corpo- 
ration organisad and eaiatlng undar the lawa of the State of 
Michigan. K mart Corporation, inc. is principally engaged in 
the business of selling Merchandise at retail, including 
textiles and textile products and acts as importer of record 
for certain of the merchandise that it sells, including tex- 
tiles and textile products. 

14. Plaintiff R. H. Macy a Company, Inc. is a cor- 
poration organized and existing under the laws of the State 
of New York. R. H. Macy a Company, Inc. is principally en- 
gaged in the business of selling merchandise at retail, in- 
cluding textiles and textile products and acta as importer of 
record for certain of the merchandise that it sells, in- 
cluding textiles and textile products, 

15« Plaintiff The May Department Stores Company, 
Inc. is a corporation organised and existing under the laws 
of the State of Mew York* The May Department Stores Company, 
Inc. is principally engaged in the business of selling 
merchandise at retail, including textiles and textile 
products and acts as importer of record for certain of the 
merchandise that it sells, including textiles and textile 
products. 

16. Plaintiff J.C. Penney Company, Inc. is a 
corporation organised and existing under the laws of the 
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Stat« of Dtl«mr«« J.C. P«nn«y Oom^ny, Inc. is principally 
•ngaged In th^ business of sslling nerchsndise at retail, 
including textiles and textile products and acts as importer 
of record tot certain of the merchandise that it sells, 
including textiles and textile products. 

17. Plaintiff Proffitt*s, Inc. is a corporation 
organised and existing under the laiM of the State of 
Tennessee. Proffitt's, Inc. is principally engaged in the 
business of selling merchandise at retail, including textiles 
and textile products and acts as importer of record for cer- 
tain of the merchandise that it sells, including textiles and 
textile products. 

18. Plaintiff Selber Bros., Inc. is a corporation 
organised and existing under the laws of the State of 
Louisiana. Selber 8ros., Inc. is principally engaged in the 
business of selling merchandise at retail, including textiles 
and textile products and acts as importer of record for 
certain of the merchandise that it sella, including textiles 
and textile products. 

19. Plaintiff Spiegel, Inc. is a corporation or- 
ganised and existing under the laws of the State of Delaware. 
Spiegel, Inc. is principally engaged in the business of sell- 
ing merchandise at retail, including textiles and textile 
products and acts as importer of record for certain of the 
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mtrqhandlM that It stllfl# including t«xtil«s and taxcila 
prod uc ta • 

20. Plaintiff Zala Corporation ia a corporation 
organisad and axisting under the lawa of the State of Texas. 
Zaie Corporation is principally engaged in the business of 
selling nerchandise at retail , including textilea and textile 
products and acts as inporter of record for certain of the 
merchandise that it aella, including textiles and textile 
products* 

21. Plaintiff Zayre Corporation is a corporation 
ocganixed and existing under the laws of the State of 
Delai«are« Zayre Corporation is principally engaged in the 
business of selling merchandise at retail, including textiles 
and textile products and acts as importer of record for cer- 
tain of the merchandise that it aells, including textiles and 
textile products. 

22. Plaintiff American Association of Exporters 
and Importera - Textile and Apparel Group ("TAQ") is an 
association of retailers and importera engaged in the 
importation of textile and apparel products and the sale of 
such articles. The members of TAG import and sell textiles 
and textile products. 

23. Plaintiff Association of General Nerchandise 
Chaina, Inc. is a retail trade association whose member firms 
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iaport and sell, Miong other articles # textiles and textile 
products. 

24. Plaintiff National Rttail Nerchants Associ-* 
ation is a retail trade association whose members operate 
retail stores tihich import and sell, among other articles, 
textiles and textile products. 

25. Defendant Customs Service is an agency of 
Defendant the united States, as defined in 5 U.S.C. $ 701, 
organised «rlthln Defendant United States Depirtment of the 
Treasury. Defendant William Von Raab is the Commissioner of 
Customs, and is being sued herein in his official capacity. 
The Customs Service is authorised and required by law to pro- 
mulgate and enforce entry requirements for all imported arti- 
cles and to enforce any applicable quantitative restrictions 
and marking requirements on the importation of articles, 
including textiles and textile products (with respect to 
which Customs receives and follows policy guidance and 
directives from CZTA). The Customs Service, through the 
action of Defendant ^n Raab and otherwise, promulgated the 
regulations complained of herein. 

26. Defendant United States Department of the 
Treasury (the "Treasury Department*) is an agency of Defen- 
dant the united States, as defined in S U.S.C. S 701. Defen- 
dant Donald T. Regan is Secretary of the Treasury, respon- 
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aiblt for ttM actions ot th« Treasury Dapartaiant and Castons 
Service complained of herein. Defendant John N. Ifallcer, Jr., 
la Assistant Secretary of the Treasury Departsient for Opera- 
tions and enforcement. The Treasury Department is authorised 
and required by law to supervise and direct the activities of 
the Customs Service and, through its membership in CZTA, to 
provide policy guidance to the Customs Service regarding the 
implementation of quantitative restrictions on the importa- 
tion of textiles and textile products. The Treasury Depart- 
ment, through the actions of Defendants Regan and MEsDcer and 
otherwise, who are being sued herein in their official capa- 
city, directed and approved the actions by the Customs Ser- 
vice complained of herein. 

27* Defendant Oommittee for the Implementation of 
Textile agreements ("CITA*) is an agency of Defendant the 
United States, as defined in 5 U.S.C. $ 701. Defendant 
Walter C. Lenahan is its chairman and is being sued herein in 
his official capacity. CITA is authorised and required by 
law to supervise the implementation of all textile trade 
agreements. In this capacity, CITA issued policy guidance to 
Defendant Customs Service and directed and approved the 
actions complained of herein. 

28. Defendant United States Department of Gommerce 
(the "Commerce Department") is an agency of Defendant the 



Digitized by VjOOQIC 



lis 



united States, as defined in 5 u.S.C. f 701. Defendant 
Malcolm T. Baldrige is the Secretary of Commerce, responsible 
for all actions of that agency, and is being sued herein in 
his official capacity. The Commerce Department ia authorized 
and required by law, through the membership and chairmanship 
of its representative. Defendant Walter C. Lenahan, in CITA, 
to provide policy guidance to the Customs Service regarding 
the implementation of quantitative restrictions on the 
importation of textiles and textile products. The Commerce 
Department, through the actions of Defendanta Saldrige and 
Lenahan and otherwise, directed and approved the actions by 
the Customs Service complained of herein. 

29. Defendant United States Department of Labor 
(the "Labor Department") is an agency of Defendant the United 
States, as defined in 5 U.S.C* S 701. Defendant Raymond J. 
Donovan is the Secretary of Labor, responsible for all 
actions of that agency, and is being sued herein in his offi- 
cial capacity. The Labor Department is authorised and 
required by law, through its membership in CITA, to provide 
policy guidance to the Cuatoms Service regarding the imple- 
mentation of quantitative restrictions on the importation of 
text ilea and textile products. The Labor Department, through 
the actions of Defendant Donovan and otherwiae, directed and 
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approved the actions by the Cuetome Service conplained of 
herein. 

30. Defendant United Statea Department of State 
(the 'State Department*) ie an agency of Defendant the united 
Statea, as defined in 5 U.S.C. S 701. Defendant Qeorge P. 
Shulti is the Secretary of State, reaponaible for all actions 
of that agency, and is being sued herein in his official 
capacity. The State Department is authorised and required by 
law, through its membership in CITA, to provide policy guid- 
ance to the Customs Service regarding the implementation of 
quantitative restrictions on the importation of textiles and 
textile products. The State Department, through the actions 
of Defendant Shultz and otherwise, directed and approved the 
actions by the Customs Service complained of herein. 

31. Defendant Office of the United States Trade 
Representative ("UBTR") is an agency of Defendant the United 
States, as defined in 5 U.S.C. S 701. Defendant William B. 
Brock is the Uhited States Trade Representative, and is being 
sued herein in his official capacity. U8TR is authorised and 
required by law, through its membership in CITA, to provide 
policy guidance to the Customs Service regarding the imple- 
mentation of quantitative restrictions on the importation of 
textiles and textile products. USTR, through the actions of 
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Dtf«ndant Bcock and otherwise # airected and approved the 
actions by the Customs Service complained of herein. 

THE REGUIATI0W8 

32. On August 3, 1984^ the Customs Service^ 
through the actions of Defendant Milliam Von Raab and with 
the approval of Os Cendant Treasury Department, through the 
actions of Defendant John N. Walker, Jr., caused to be pub- 
lished in the federal Register a document giving notice of 
issuance and promulgation of certain "Customs Regulations 
Amendments Relating to Textiles and Textile Products.** 49 
Fed. Reg. 31,248 (1984). 

33. The regulations were issued pursuant to prfsi- 
dential directive (Executive Order 12,475, 49 fed. Reg. 
19,955 (1984)), with policy guidance from CITA pursuant to 
such directive. The regulations were issued under color of 
authority of Section 204 of the Agricultural . ct of 1956, as 
amended, (7 U.S.C. S 1854) ("Section 204"), ostensibly for 
the purpose of preventing "circumvention or frustration of 
visa or export license requirements contained in multilateral 
and bilateral agreements to which the U.S. is a party in 
order to facilitate the efficient and equitable admin- 
istration of the U.S. Textile Import Program." 
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34. Th« regulations as written becus effective 
inmedistely upon publication and applied to all textiles and 
textile products exported fron their 'country of origin** as 
defined therein on or after September 7, 1984* even if 
produced and exported pursuant to binding contracts entered 
into on or before August 3, 1984, the date of publication of 
the regulations in the Federal Register . In a subsequent 
press release dated August 23, 1984, Customs announced that 
the regulations would not apply to textile and textile 
products shipped from their country of origin prior to 
October 31, 1984 but only if contracted for before August 3, 
1984. 

35. The regulations, and the de facto amendment 
thereto by the August 23 press release, were not issued in 
proposed form. No notice of proposed rulemiiking, affording 
interested persons an opportunity to participate in the 
rulemaking by the submission of data, views, or arguments, 
was published in the Federal Register prior to their 
issuance, as required by Sections 553(b)*(c) of the 
Administrative Procedure Act (5 U.S.C. S S53(b)*(c)). The 
regulations were claimed to be exempt from these requirements 
on the grounds that they are "within the foreign affairs 
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funetion of th9 O.S* and th9 foreign affairs axamptlon of 5 
U*8«C. S 553(a)(1)." 

36. tha regulations amend the procedures and prac- 
tices under which the Customs Service^ under the direction of 
CXTA, requires the presentation of visas or export licenses 
for Importations of textiles and textile products which are 
subject to quantitative limitations under certain bilateral 
textile trade agreements to which the Ohited States is a 
party or pursuant to unilaterally imposed restraints. With a 
few exceptions, these bilateral agreements were entered into 
by the United States and its trading partners under the 
auspices of the Nultlfiber Agreement ("NPA"), a multilateral 
agreement entered into in 1973 to establish a frameworlc for 
regulating and facilitating trade in textiles and textile 
producte among participating countries. The HPA was renewed 
in 1977 and 1961, and remains in effect. 

37. The regulations disregard applicable 
precedents of this Court and depart from long-established 
Customs Service principles and practices, in the following 
respects among others i 

(a) The regulations disregard country of 
exportation principles under textile trade agree- 
ments and, instead, provide that "country of 
origin" rules are to be applied exclusively for 
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purpOMS of applying quantitative raatrictions on 
taxtila producta, 

(b) In tha caaa of taxtilea or taxtiXa prod- 
ucta which conaiat# in whole or in part# of iMito- 
riala lihich originated, or ware proceaaed r in 
another foreign country, the regulationa iapoae a 
double requirement in determining their "country of 
origin"! i,e. # the textile or textile product must 
have undergone in the latter country not only a 
"aubftantial tranafomation" into a new and dif- 
ferent article of commerce with a name, character, 
or uae distinct from the article or material from 
which it wae to transformed but, in addition, a 
manufacturing or proceasing operation which is 
deemed substantial in comparison to the manu- 
facturing and/or processing operations performed on 
the product in other countriea, 

(c) The regulations purport to establish 
criteria for determining whether, aa a result of a 
manufacturing or processing operation, a new and 
different article has been producedi i,e ., whether 
a change in commercial designation or identityi 
change in essential character; and change in 
commercial use haa occurred. The regulations 
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contemplate that all of these criteria will be 
applied and considered in each instance and, as 
contrasted with longstanding customs principles and 
precedent, that the satisfaction of one of them 
will not, in and of itself, be sufficient to 
establish that a "substantial transformation" has 
occurred • 

(d) The regulations state categorically that 
textiles and textile products will not be deemed to 
have been substantially transformed by virtue of 
having merely undergone any of the following i 
(a) combining or packaging operational (b) the 
joining together by sewing, looping, linking, or 
other means of attaching otherwise completed com- 
ponent partsi (c) cutting or otherwise separating 
of articles from materials which have previously 
been marked with cutting lines or which contain 
lines of demarcation, of any type, commercially 
requiring that material be cut in a certain mannen 
or (d) processing, such as dying, printing, shower- 
proofing, superwashing, oc other finishing 
operations. 

as. The "country of origin" standards embodied in 
the regulations apply to textiles and textile products not 
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just for purpoMS of adninistectng quantitativ* c^atrlctlona, 
but alto for country of origin marking purposes, notwith- 
standing 19 U.S.C. S 1304, Customs* rsgulatlons contalnsd In 
19 C.P.R. Part 134 and pertlnsnt decisions and rulings 
thereunder • 

39* The Customs Service Intends to apply the regu- 
lations to require that imports from foreign countries of 
textiles and textile products assembled from U.S. components 
be subject to quantitative restrictions and visa and export 
licensing rsquirsments even if they are deemed of U.S. origin 
under the rsgulatlons. 

40. The rsgulations require that all imports of 
textiles and textile products be accompanied by a declaration 
containing comprshensive Information regarding materials and 
manufacturing and processing operations and the costs there- 
of. This information is proprietary in nature and originates 
with persons involved in the manufacturing and processing 
operations, not with the importer. The Customs Service will 
deny entry and not release merchandise from Customs custody 
in the absence of a properly executed declaration which con- 
tains information sufficient and satisfactory to the Service 
for its determination of country of origin. 

41. The regulations require that visas or export 
licenses be presented as part of the entry documents for 
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•ntrUs of t«xtil«s or t«xtil« products for inmediattt trana« 
portatlon in bond without appraiaaro^nt under 19 C.r.A. 
S 18.11. 

IRREPiiRABLB INJURY 

42. Aa of August 3, 1984 r RZTAC'a membara had in 
forca nuneroua binding contracts to purchase taxtilaa and 
textile products for shipment from their country of origin on 
or after October 31, 1984. Such contracts have therefore 
been made aubject to the standards and procedures of the 
regulationa on a retroactive basis. The merchandise covered 
by such contracts %«as purchased with provision for compliance 
with any applicable quantitative restrictions and the pro- 
curement of any necessary visas or expoct licenses, as well 
as country of origin narking, on the basis of judicial 
precedent and longstanding Customs principles and decisions 
and regulations in effect prior to August 3, 1984. 

43. In many instances, the regulations have 
changed the "country of origin* of auch merchandise from that 
determined under the above-mentioned precedents, principles 
and regulations, rendering the visaa or export licenaea 
already procured uaeless aa they will not pemit the entry of 
the merchandiae into the United States under the new regula- 
tions. RlTAC*s members have thereby been deprived of the 
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iKOunts already paid in raipact of viaat or export licenses. 
Zn addition, the changed country oC origin requires renarking 
of goods. Host important, RZTAC*a membera are in jeopardy of 
loaing laost, or all, of the value of the goods, payaent for 
which haa typically been secured by irrevocable letters of 
credit. This is becauae, to a large extent, the neceasary 
quota from the newly designated country of origin is not 
available, so the goods in question will be delayed or denied 
entry into the united States. 

44. AS applied to textiles and textile products 
not wholly the manufacture, product or growth of a single 
country, the regulations have eradicated the predictability 
of country of origin determinations, which has been achieved 
by the development of judicial precedent, Customs principles 
and decisions and the marking regulationa. 

Because the regulations were promulgated without 
prior notice, without regard for pre-existing contracts, and 
without regard for prior practice, RITAC*s members are exper- 
iencing diaruption and dislocation of their purchasing 
arrangementa for textile and textile products, and serious 
interference with, and nullification of , their righta under 
pre-existing contracts. 

45. The regulations' declaration requirements 
impoae a heavy burden on RXTAC*s members and present funda- 
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syntax aiCfieultUt Ia gathering information ifhieh is usually 
propristary to ths producsr. Norsovsr, the regulations per- 
mit the Customs Service to deny entry while Customs makes a 
determination of country of origin based upon the declare-* 
tion# with no deadline set for this determination. For these 
reasons, the declaration requirements threaten to cause sub- 
stantial # and totally unnecessary # delays in the entry of 
merchandise, leading to irreparable loss of their value. 

46. The regulations' requirements that imports of 
textiles and textile products be accompanied by visas or 
export licenses during in->bond movsments greatly burden and 
restrict operations that up until now have been routinely 
performed and acceptable in the trade and which RZTAC's 
msmbers have utilised in conducting their businesses* 

47. Finally, RITAC' s msmbers have an Immediate and 
substantial interest in any new country of origin criteria 
established for purposes of administering quantitative 
restrictions or for marking purposes. They would have par* 
ticipated actively in the rulemaking process had notice and 
opportunity to comment been afforded prior to the promul- 
gation of the regulations, as required by 5 O.S.C. S 553(b)- 
(c)« However, because the regulations were issued without 
complying with these required procedures, RXTAC's members 
have been denied their fundamental legal rights, which rights 
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cannot b« restored unless enforcement of the regulations le 
enjoined, 

48* Por the above reasons, RITAC's menbers are now 
suffering, and will continue to suffer, and are threatened 
with, serious and irreparable Injury, for which there Is no 
adequate renedy at law. Defendants should be enjoined and 
restrained from enforcing them forthwith* 

FIRST CAUSE Of ACTIOM 

49. Plaintiffs Repeat and reallege the allegations 
contained in paragraphs 1 through 48 above, as if set forth 
In full herein. 

50. The regulations are "rules" as defined by 
Section 551(4) of the Administrative Procedure Act (5 U.S.C. 
S 551(4)), and their promulgation by publication in the 
Federal Register on August 3, 1984, constUtutes "rulemaking" 
under Section 551(5) of the Administrative Procedure Act (5 
U.S.C. S 551(5)). 

51. Sections 553(b)-(c) of the Administrative Pro« 
cedure Act (5 U.S.C. S SS3(b)-(c)) require that an agency 
publish general notice of proposed rulemaking in the Federal 
Register , and give interested persons ^n opportunity to par-* 
tlclpate in the rulemaking through submission of written 
data, views or arguments, prior to promulgation of a rule. 
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52. Th« rtgulations mt9 promulgated by tha 
CuttottS Service on Aoguet 3^ X984, without prior publication 
in the Federal Reqteter of a notice of propoeed rulemaking 
and without affording interested persons the opportunity to 
participate in the rulemaking by the subniaiion of written 
data 9 views, or arguments prior to promulgation # as required 
under 5 U.S.C. S 553(b)-(c). 

53. The regulations are not exempt from the 
requirements of S C7.S.C. s 553(b)-(c) in that they do not 
Involve a foreign affairs function of the United States with- 
in the meaning of 5 U.S.C. $553(a)(l), aa claimed by the 
Customs Service. 

54. For the above reasons, promulgation of the 
regulations by the Customs Service was without observance 
of procedure required by law. Accordingly, the regulations 
should be held unlawful and set aside under 5 n. s.C. 

S 706(2)(D). 

SBCOWD CAUSE OF ACTIOM 

55* Plaintiffs repeat and reallege the allegations 
set forth in Paragraphs 1 through 48 above, aa if set forth 
in full herein* 

56. The regulations operate and are applied to 
determine the country of origin of textiles and textile prod* 
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acta for purposes of th« marking requirsmentt of 19 U.8.C. 
S 1304. Such sarking requlranents are not ifithln the foreign 
affairs function of the Onited States, and so the regulations 
are not exempt from the requirements of 5 U.S.C. s 553(b)-(c) 
by virtue of the exemption therefrom under 5 U.S.C. 
S 5S3(a)(l)# as claimed by the Customs Service. 

57. for the above reasons, promulgation of the 
regulations by the Customs Service «es without observance of 
procedure required by law. Accordingly, the regulations 
should be held unlawful and set aside under 5 U.S.C. 

S 706(2) (D). 

THIRD CACBB OP ACTION 

58. Plaintiffs repeat and reallege the allegations 
set forth in Paragraphs 1 through 48 above, as if set forth ' 
in full herein. 

59. The regulations violate the terms of the mpa 
in numerous respects, including the following: 

(a) The regulations base quantitative re- 
strictions on textiles and textile products on 
their purported "country of origin", in contra- 
vention of MPA Article 3, which contemplates regu- 
lation of trade in such products based upon their 
country of exportation. 
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(b) The regulations constitute an addUlonal 
non-tariff barrier to trade In textiles and textile 
produces. In contravention of UFA Article 3, para- 
graph 7. 

(c) The regulations constitute a scheme for 
the administration of quotas and restraints levels 
in a manner to frustrate their full utilisation, in 
contravention of MPA Article 5* 

(d) The regulations constitute a scheme to 
frustrate the effective operation of the MPA, in 
contravention of Article 7* 

(e) The regulations treat as circumvention 
manufacturing and processing steps which constitute 
substantial transformation of textiles and textile 
products, in contravention of MPA Article 8, para- 
graph I, which defines circumvention as trans- 
shipment, rerouting or action by non-participants. 
Moreover, the unilateral imposition of the regula- 
tions contravenes MPA Article 9, paragraph 2, which 
requires consultation among participating countries 
regarding Issues of perceived circumvention. 

(f) The regulations constitute additional 
action by Defendants which has the effect of nul- 



Digitized by VjOOQIC 



128 ' 



lifying oOj«etiv«« of th« UFA, in eontr«v«ntlon of 
NPA Artlelt 9, paragraph 1. 

(9) Th« rcguXationa violata tha taraa of tha 

various bilataral taxtila trada agraattanta to «#hioh 
tha Uhitad Stataa ia a party in tha nannar apaci- 
fiad abova and in othar raapaeta» ainea thaaa 
agraamanta ara baaad upon and iiara antarad into 
pursuant to tha Hfh. 

60. Iha ragulationa vara proitiilgatad undar color 
of authority of Saction 204 of tha Agricultural Act of 1956, 
as amandad. That saction authoriaaa tha iaauanca of ragula-* 
tions only to Scarry out" tha proviaiona of tha MPA and of 
tha varioua bilataral taxtila trada agraamanta. 

61* Tha ragulationa do not "carry out" tha MPA and 
tha varioua bilataral taxtila trada agraamanta but, to tha 
contrary, violata thatt. 

62. Por tha abova raaaona, iaauanca of tha ragu- 
lationa laia not within tha dalagatad authority of Saction 
204, and tha ragulationa ara tharafora in axcaaa of atatutory 
authority* Accordingly, tha ragulationa ahould ba hald 
unlawful and aat aaida undar S U.S.C. S 706(2)(C). 

PQORTH CAOSa OP ACTION 

63, Plaintiffa rapaat and raallaga tha allagationa 
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Mt forth in Paragraphs 1 through 48 above # at if aat forth 
in full harain. 

64. Tha ragulationa purport to aatabllah critarla 
for datamlning the country which muat iaaua visas or export 
licenses in order to permit the entry of textiles and textile 
products subject to quantitative restrictions. These 
criteria are directly contrary to the holding of the Court of 
International Trade in Cardinal Clove Co.y Inc v. United 
States , 4 CZT 41 (1982), 

65. Customs and CXTA have no statutory authority^ 
and are without constitutional power « to issue rules which 
overturn holdings of the Court of International Trade. 

68. Accordingly, the regulations are contrary to 
constitutional power and are in excess of statutory jurisdic- 
tion and authority # and should be held unlawful and set aside 
under 5 U.S.C. S 708(2)(B)- (C) • 

FIFTH CAOSB OP ACTION 

67* Plaintiffs repeat and reallege the allegations 
set fbrth in Paragraphs 1 through 48 above, as if set forth 
in full herein. 

88. The regulations wre promulgated and take 
action without a rational basis on the record, including the 
folloiringi 
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(a) The regulations purport to ovtrturn bind- 
ing court precedent on the ''country of exportation" 
requirement for a viae or export license for tex- 
tiles and textile products subject to quantitative 
restrictions. 

(b) The regulations establish visa require- 
ments^ country of origin criteria # doeunentation 
requirements # and other requirements that violate 
the provisions of the NPA and the various bilateral 
textile agreements that the regulationa purportedly 
"carry out," 

(c) The regulations establiah country of ori- 
gin rules that are inconsistent with court pre- 
cedent and depart radically from longatanding Cus- 
toms principles and decisions and marking 
regulations. 

(d) The regulations are retroactive in their 
effect, impacting upon transactions entered into 
before iluguat 3, 1984* 

(e) The regulations were issued without 
developing *n adequate record. No notice and 
opportunity to comment was afforded to interested 
parties, as required by 5 U.S.C. S 553(b)-(c). The 
requirements of the Regulatory Flexibility Act (5 
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D.S.C. S C03 ft MQ. ) tMr« dlar«9ara«d, as was tha 

s 

requir«i«nt to prepare a regulatory Impact analyais 
purauant to Executive Order 12,291, deapite the 
recognition by Defendants of the aignificant impact 
that the regulationa will have. 

69. The regulationa bear no rational relationship 
to the goals that they are purportedly designed to achievei 

(a) The regulations do not prevent circum- 
vention and frustration of textile trade agreements 
and thus carry them outi rather, they violate such 
agreements a 

(b) The regulations impose requirements re- 
lating to documentation, in-bond treatment and 
other matters that are oneroua and burdensome and 
restrictive and are unnecessary to achieve their 
stated goal of preventing circumvention and frus- 
tration of textile trade agreements. 

(c) The regulations are diacriminatory on 
their face, in that they purport to apply general 
principles respecting * country of origin* but apply 
thsm only to imports of textiles and textile 
products subject to quantitative limitations, and 
to no other imported merchandise • 
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(d) Th« regulations carve out an axception 
ttom their "country of origin" criteria for ner- 
chandiae aaseiBbled abroad from O^S. conponenta, so 
aa to subject imports of such merchandise to quan- 
titative reatrictions* 

(e) The regulations were issued not for the 
reasons stated therein but for extraneous purposes, 
including to disrupt trade in textiles and textile 
products and increase quantitative restrictions 
thereon in furtherance of political goals, 

70. For Che above reasons # the regulationa are 
arbitrary, capricious, an abuae of discretion, and otherwise 
not in accordance with law, and so should be held unlawful 
and set aside under 5 U.S.C. S 706(2). 

SIXTH CACBE OP ACTION 

71. Plaintiffa repeat and reallege the allegations 
set forth in Paragraphs 1 through 48 above, as if set forth 
in full herein. 

72. the regulations are retroactively effective 
with respect to textiles and textile products covered by con- 
tracts entered into by RITAC*s members on or before August 3, 
1984. 
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73. Th« regulations operate to alter the rules 
under which the proper visas or export licenses for such mer- 
chandise is determined and to exclude such Merchandise from 
the United States in the event that the visas or export 
licenses contemplated under the contracts in question are not 
correct under the new standards of the regulations • 

74. The regulations thereby impair preexisting 
contractual rights and obligations inuring to the benefit of 
RlTAC*s members, in violation of Article I# Clause 10 of the 
Odnstitution of the United States, made applicable to the 
Federal Government (and# accordingly, to Defendants herein) 
by the Fifth Amendment to the Constitution • 

75. The regulations are in excess of the authority 
delegated by Congress under Section 204, in that that pro- 
vision does not authorise the promulgation of regulations 
that are retroactive in their effect • 

76. For the above reasons, the regulations are 
contrary to constitutional power and are in excess of statu- 
tory authority, and should be held unlawful and set aside 
under 5 U.S.C. S 706(B)-(C). 
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PRAYER FOR RBLIgf 
mERBPORfi, Plaintiffs pray that thia Court anter an 
Ordar i 

1. Oaclaring the raguXationa to be mlawfal, and 
null, void and unanforcaablej 

2. Preliminarily and pernanantXy enjoining each 
Defendant and its officers, agents, servants, employees, and 
attorneys, and all persons acting in concert with them, from 
implementing or enforcing the regulations; and 

3. Awarding to Plaintiffs such other and further 
relief as this Court may deem necessary and proper* 



August 29, 1984 




Of Counsel: 

Charles H« Bayar 
Jeffrey P. Bialos 
Bret E. Suval 



WEIL, Q0T8HAL a MANGES 
767 fifth Avenue 
New York, New York 10153 
(212) 310-8660 
Attorneys for Plaintiffs 
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STATEMENT OF MALCOLM L. SHERMAN, PRESIDENT, ZAYRE 
CORP., FRAMINGHAM, MA ON BEHALF OF THE RETAIL INDUS- 
TRY TRADE ACTION COALITION, WASHINGTON, DC 

Mr. Sherman. Good morning. I am Malcolm Sherman, president 
of Za3rre Stores. The costs of quotas and restrictions in the textile 
and apparel trade go far beyond the measurable tariff and direct 
quota costs. Michael Monger in 1983 estimated tariff costs at $19 
billion in current dollars and quota costs at $4.4 billion, but what 
we now see as the greatest cost is our inability as retailers to get 
the goods our customers want at a price they will pay. As a mer- 
chandiser, I know that we sign contracts to buy goods months, even 
a full year, before we expect delivery. Our carefully researched and 
advertised price points for merchandise are critical in a highly 
competitive retail business. By that I mean we may sell a $15 
sweater while a more exclusive store may sell one for $50, but no 
one expects to pay $50 for a sweater in our stores, and no one holds 
their breath waiting for a $15 sweater in that exclusive store. 
Sudden policy shifts can cancel long standing orders or embargo 
them. Without advance notice, we can't simply find in weeks an al- 
ternate source of supply when capacity has been locked in for 
months. If new restrictions boost prices, if we can only get a $50 
sweater, our price point is blown. Our customers can't afford it, or 
if they can, they would just as soon buy it at that exclusive store. 
The impact of these restrictions is felt most by those who can 
afford it least because middle and lower income customers will see 
only higher prices and little budget priced merchandise. In some 
cases, there is no American-made substitute even at twice the 
price. Customers end up paying more for less. I have brought some 
examples with me. 
pVf r. Sherman's assistant is displaying the clothing.] 
Mr. Sherman. This merchandise is representative of what stores 
are now carrying for the fall season. It will cost 17 percent more 
than a comparable outfit did a year ago, $34 instead of $29. The 
price difference is the direct result of higher quota charges. The 
price foreign manufacturers bid for the right to export to the 
United States. Our quota restrictions set up this futures market, 
and Americans pay the bill. Now, what are these higher prices pro- 
tecting? Of these three garments — one a fisherman-knit sweater- 
is not produced in the United States. Comparable shirts and pants 
are made here but at a cost of $7 higher in each case. The three- 
piece imported outfit would cost the customer $34. The two-piece 
domestic outfit would cost the same. Now, consider the effect if the 
recent country of origin rule chokes off the sweater supply. Consid- 
er what the price of the domestically produced blouse and pants 
will rise to if there is no competition from imports. That is what we 
have to explain to our customers. Some other examples. A retailer 
bought sweaters from Taiwan that sold here in 1983 for $10. He 
wanted 2,000 dozen to sell right now, but the manufacturer quoted 
him a first cost 47 percent higher than 1 year ago and could prom- 
ise him only half the order. The quota category was full. So, the 
sweaters will cost $13.99 this year— made in the United States, 
these sweaters would have to retail for between $25 and $35. The 
girl's corduroy jumper was ordered a year ago. The U.S. Govem- 
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ment called this category of imports in January, thereby stopping 
deliveries. When the retailer sought an alternative source, he 
found that his $11.45 imported retail would have to become a 
$23.13 U.S. made garment. Because he did not want to double the 
price of the jumper to his customers, he simply dropped the line. 
And a retailer ordered 5,000 dozen shirts from Korea 1 year ago for 
delivery by Christmas of this year. Korea ran out of quota in the 
category, so the order was canceled and placed in Indonesia, but at 
a price 13 percent higher. In June the Grovernment called the 
shirts from Indonesia, halting delivery despite the retailer's guar- 
antee letter of credit. Disappearance of certain goods, shortages, 
higher prices are the cost of protectionism to the consumer. 

Because they are not visible, they are a hidden tax. We believe 
that discussions are more visible if the trade debate proceeds out in 
the open and then policymakers will pay more attention to choice 
and value. Remember, people vote in our stores every day. We 
listen. Thank you very much, gentlemen. 

Senator Danporth. Thank you, sir. Mr. Gluckson? 

STATEMENT OF SIMEON GLUCKSON, CHAIRMAN, AMERICAN AS- 
SOCIATION OF EXPORTERS AND IMPORTERS/TEXTILE AND AP- 
PAREL GROUP, NEW YORK, NY 

Mr. Gluckson. Thank you very much, Mr. Chairman. My name 
is Sim Gluckson. I am chairman of the Sunrise Knitwear Co., and I 
appear before the committee in my capacity as chairman of the 
Textile & Apparel Group of the American Ai^ociation of Exporters 
and Importers. I am accompanied by Michael Daniels, our counsel 
to TAG, and Mr. David Seiniger, CEO of Marisa Christina, who is 
also a member of TAG and will make a separate statement. The 
members of TAG are leading importers, importer-manufacturers, 
and importer-retailers of textile products, largely apparel. Our 
members account for a substantial portion of the trade. I happen to 
agree with the prior testimony that 1985 will be a difficult year in 
the apparel trades. I think we have a very complex problem, and as 
I admire you sitting there, I realize the complexity of the situation. 
This is not a simplistic matter. It would be difficult to convey to 
the committee our complete frustration with the Government tex- 
tile policy on both sides. The Government's administration of the 
textile program is unfair, arbitrary, and unjustified. These actions 
are motivated almost solely by political considerations, at this 
point, and are violative of both U.S. law and international obliga- 
tions. 

A careful analysis of the figures that you approached, Senator 
Moynihan, will show that in 1984 everyone brought into this coun- 
try in 6 months what they had planned to bring in for a total year 
because there was no certainty of getting the merchandise entered 
into the United States. I think the balance of the 1984 figures will 
belie the fact of a 64-percent increase, and we have already stated 
this to the Commerce Department much earlier in the year. What 
started 28 years ago as a temporary program to give time for ad- 
justment has become a program of permanent protection despite 
repeated pledges of liberalization embodied in international agree- 
ments. We have experienced a constant tightening of the regime 
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which accelerates in Presidential election years. It has become 
almost intolerable to run our businesses and make forward plans. 
On December 16, 1983, under pressure from the textile lobby, the 
administration issued new criteria for calls leading to the imposi- 
tion of quotas. There have been a tremendous number of new 
quotas established. Since that time, there have been 119 calls lead- 
ing to these new quotas. Since January 1, 1983, there have been 
196 new quotas covering trade of $1.6 billion. At present, we esti- 
mate that 90 percent of the apparel trade is covered by quota, and 
so far in 1984, we have experienced 75 embargos. We have heard 
that these actions are justified because of increasing imports. The 
attached table — ^which we have submitted — demonstrates that in 
this period of economic recovery and growth, the textile and appar- 
el industries have also grown and prospered with no real evidence 
of injury. The most recent bombshell has been the new rules of 
origin promulgated in August. These rules completely overturn 
principles of law established since 1908, which were clearly enunci- 
ated by court decisions and administrative findings. All of our 
agreements with supplying countries were based on existing law, 
and importers relied on these rules when entering into binding 
contracts and forward planning. 

These actions have created utter chaos in the marketplace. They 
place impossible burdens of documentation on importers. We feel 
they are unjustified and unworkable. It is important to emphasize 
that the new rules were implemented without adequate notice or 
the opportunity to comment or to contribute our ideas and exper- 
tise. We are in the hands of a bureaucracy operating by fiat, unres- 
trainted by the rule of law, subject to intense political pressure, 
and isolated from the very people it affects. This is a bad trade 
policy and bad domestic policy. Our trading partners have resorted 
to retaliation which cost the American farmers over $0.5 billion in 
trade with China. There are threats of further retaliation. The for- 
eign suppliers came to believe that the only way to deal with tex- 
tile protectionism is by fighting fire with fire^through retaliation. 
We are not only hurting American exporters but threatening the 
entire world trading order. 

It is imperative that the textile and apparel sections be brought 
into the mainstream of American trade policy. These industries 
should no longer be treated as an isolated industry, and the trade 
policy should not be continually abused to appease the domestic 
textile industry. The MFA has been a failure due to violations of 
the agreement. The MFA must not be renewed in 1986, unless fair 
procedures and a definite and reliable plan for the phasing out of 
controls is formulated and guaranteed. We hope this committee, 
next year, will take the lead in a thorough investigation of the tex- 
tile program in light of the American trade policy and the econom- 
ic objectives of our country. We stand ready to cooperate in such an 
endeavor. Thank you for allowing me to make this presentation. 

Senator Danporth. Thank you. Mr. Seiniger. 

[Mr. Gluckson's prepared written statement follows:] 
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American Auocitthn of 

Exporters and 

ImpOrtBrS 1 1 m$t 42nd Stntt, N9W York, NY 10036 (212) 944-2230 

GM»: AAOeXIM 



Tuctlto h ApfMrtI Group 

Statement of Sineon Gluckson 

on behalf of the 

Textile and Apparel Group 

of the American Association of Exporters and Importers 

before the 

Subcommittee on International Trade 

Senate Finance Committee 

September 18, 1984. 

Mr. Chairman r Members of the Committee: 

Ny name is Simeon Gluckson. I am the Chairman of Sunrise 
Knitwear Co., Inc. I appear before the Committee in my capacity 
as Chairman of the Textile and Apparel Group (TAG) of the American 
Association of Exporters and Importers. I am accompanied by 
Michael P. Daniels, Counsel to TAG and David Seiniger, a member of 
TAG, who will make a separate statment. . The members of TAG are 
leading importers, importer/manufacturers and importer/retailers 
of textile products, largely apparel. Our members account for a 
substantial portion of the trade. 

It would be difficult to convey to the Committee our complete 
frustrations with government textile policy, the textile program 
and its administration. Actions taken by government are unfair, 
arbitrary and unjustified. They are motivated almost solely by 
political considerations, and are violative of both United States 
law and international obligations of the United States. 

What started, twenty-eight years ago, as a temporary program 
to give time for adjustment has become a program of permanent 
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protection. Despite repeated pledgee of liberalization, embodied 
in international agreements, we have experienced a constant 
tightening of the regime, which accelerates in presidential 
election years. 

It has become intolerably difficult to run our businesses and 
make forward plans. On December 16, 1983, under pressure from the 
textile lobby, the Administration issued new criteria for calls 
leading to the imposition of quotas. These rules clearly violate 
the Nultifiber Arrangement. Since that time there have been 119 
calls leading to new quotas. Since Jaunary 1, 1983 there have 
been 196 new quotas covering trade of 1.6 billion dollars. At 
present we estimate that 90 percent of the apparel trade is 
covered by quota. So far in 1984, we have experienced 75 
embargoes. 

We have heard that these actions are justified because of 
increasing imports. As the attached table shows, in this period 
of economic recovery and growth the textile and apparel industries 
have also grown and prospered, with no evidence of injury. 

The most recent bombshell has been the new rules of origin 
promulgated in August. These rules completely overturn principles 
of law established since 1908 and clearly enunciated by court 
decisions and administrative rulings. All of our agreements with 
supplying countries were based on existing law and importers 
relied on these rules in entering into binding contracts and 
forward planning. These actions have created utter chaos in the 
market place. They place impossible burdens of documentation on 
importers. They are unjustified and unworkable. 
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It is important to emphasize that the new rules and quota 
actions were taken without adequate notice or an opportunity to 
comment or contribute our ideas and expertise. We are in the 
hands of a bureaucracy # operating by fiat, unrestrained by the 
rule of law, subject to intense political pressure, and isolated 
from the very people it affects. 

This is bad trade policy and bad domestic policy. Our trad- 
ing partners have resorted to retaliation, which cost American 
farmers over one-half billion dollars in trade with China. There 
are threats of further retaliation. If foreign suppliers come to 
believe that the only «ray to deal with textile protectionism is by 
fighting fire by fire through retaliation, we are not only hurting 
American exporters but threatening the entire world trading order. 

In the end American exporters and consumers will pay the 

price for politically expedient, but short-sighted actions 

exporters in lost markets and consumers in a hidden tax and a 
concealed subsidy to domestic industry. 

It is imperative that textile and apparel actions be brought 
into the mainstream of American trade policy. These industries 
should no longer be treated as an isolated industry, and trade 
policy should not be continuely abused to appease the domestic 
textile industry. The NPA has been a failure due to violations of 
the agreement. It either must not be renewed when it expires in 
1986 or fair procedures and a definite and reliable plan of 
phasing out of controls must be formulated and guaranteed. 

We hope that this Committee next year will take the lead in a 
thorough investigation of the textile program in the light of 
American trade policy and the economic objectives of our country, 
we stand ready to cooperate in such an endeavor. 

Thank you. 
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STATEMENT OF DAVID SEINIGER, PRESIDENT, MARISA 
CHRISTINA, NEW YORK, NY 

Mr. Seiniger. Yes, Senator. My name is David Seiniger. I am 
chairman, president, CEO, and owner of Marisa Christina of New 
York. I am not a lawyer, and I don't represent any organization. I 
represent myself and my company, and I help the importers. I have 
b€«n an importer for 30 years, from Hong Kong, Italy, Uruguay, 
and Scotland. I import not just to use cheap labor. I import because 
my product is a quality product. Over the years — and I have lis- 
tened to the testimony here about the production in the United 
States — over the years and as recently as this last year, I have 
tried to make things in Brooklyn, Pennsylvania, Puerto Rico, and 
Maine. Unfortunately, it just does not work. It is not because of the 
cheap labor. The labor that we need here does not exist today. 
There is also an unwillingness on the part of most of the domestic 
industry to work with us. They want big quantities, big runs, big 
production. The other thing is that the price is at least 40 to 80 
percent higher, but what concerns me most is that I am an Ameri- 
can, too. I am not the enemy. I pay taxes. I employ a lot of people. 
These new regulations that have come out — I have seen the effect 
of them. Last year there was an embargo put on skirts in August. I 
had a division called Sonia Rykiel knits that I started in 1982. We 
did $12 million. This year we do zero. I believe in free trade. I be- 
lieve in trade with our allies. I think that wheat should be sold to 
China, oranges to Hong Kong, and whatever other American prod- 
ucts are made, but I cannot understand our Government being so 
arbitrary with both foreign governments and with myself. Again, I 
say I am an American also. All I want is to be treated fairly. 

The regulations as they are proposed particularly concerning 
country of origin, which is a major switch in the Government's 
policy, have come about, I am told, primarily because the Govern- 
ment is concerned with fraud and abuses, and I agree that they can 
exist and some abuses do exist. But don't find us all guilty. This is 
like killing a chipmunk with a shotgun. To kill all importers be- 
cause some can't be trusted seems to me to be ridiculous. Second, I 
think the rules as they have been put out and have been extended 
until the 31st of October are totally unrealistic and they cannot be 
followed honestly. The forms to be completed are practically impos- 
sible to complete. We already file quota statements, visas, all kinds 
of redtape. Now, they are asking us to put out things that are prac- 
tically impossible to do. We make sweaters that are sometimes 
made from five or six yarns and made in five countries. I agree 
with Ambassador Brock and Secretary Lenahan. We should find 
these guilty people. I think if they can find them, fine — send them 
to jail. I think that is marvelous, but I say don't kill us all. I would 
also like to help the Government, but nobody asks us. All we do is 
get a rule. These calls that Mr. Gluckson talked about — they come 
about overnight, and suddenly I wake up one morning and they 
say, by the way, Mr. Seiniger, you can't bring in skirts any more. I 
say, well, that is nice — I am out of business. We have had a delay 
in the implementation of these rules until October 31. This was to 
save the Christmas season. I can tell you from personal experi- 
ence—when I drove out to JFK yesterday — that the paperwork and 
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the impossibility of clearing an3rthing is horrendous. But most im- 
portantly, what has happened is that I don't always work on letters 
of credit. I have been doing this for a long, long time. And my word 
is my bond, and if I can't go to these suppliers — ^be it Italy, Scot- 
land, or Hong Kong — which they like to pick out — or Taiwan — then 
I can't make future contracts. I can't do anything. No one in Hong 
Kong wants to make a contract with me. Why? They don't know 
what the American policy is going to be in the next 2 hours, and I 
find that that whole attitude that we are the guilty people, that we 
are destro3dng America is really not fair. I also think that the 
American consumer is really going to get hurt. Again, I have tried 
to make it here, and I have tried to the best of my ability. If these 
regulations are not modified, I really believe that millions of 
people — mjrself and yourself included — are going to pay at least 40 
to 80 percent more for clothing over the next years. That is, if we 
can get the quality that is made overseas. 

Senator Danforth, I appreciate being allowed to testify before 
you. 

Senator Danforth. Thank you, sir. 

[Mr. Seiniger's prepared statement follows:] 
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statement of David Selniger 

on behalf of 

Marisa Christina Incorporated 

before the 

Subcommittee on International Trade, Senate Finance Committee 

September 18, 1984 



G«ntlcn€n : 

My name is Dfivid Selniger. I am Chairman, President and Chief 
Executive Officer of Marisa Christina, Inc., a sweater importing 
company and has been In business for 13 years. Prior to that Z 
was President at Empire Imports, also a sweater importing company, 
which was in business since 1929. I import better price ladles' 
sweaters and skirts from Hong Kong and Italy, and I am currently 
negotiating with Israel. I import not, repeat, not to use cheap 
labor, but to make a product for the American consumer that In 
cold fact cannot be made In the U.S. of the sane quality or of 
any comparable price. 

Over the years I have tried very hard to make our product in this 
country. Aa recently as last year I attempted to make these 
products In Pennsylvania, Maine, New York and Puerto Rico. The 
reaaons it does not work In the U. S. are as follows! 

(1) The labor force simply is not available to do the hand work 
and flniahing that we require. 

(2) American domeatlc mills will not and don't want to make 
the samples we require, nor the smaller quantities vc 

must make to give our collection a complete fashion picture. 

(3) If I could find the labor or the willingness to work 
with a domestic mill (which as I said before, I cannot) 
the ultimate price to the American consumer would be from 
anywhere to A0-80X higher on those products due to higher 
costs domestically. 
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I air. appearing bafora you to appeal to you to have the Coveriunent 
reconsider the impact and the timing of Che new regulations con- 
cerning country of origin. I have seen at first hand the impact 

these regulations can cause. Only last year an overnight **embargo** 
on Rklrts from Hong Kong in August, which is the height of the shipping 
season, cauaed me to shut down a whole division of my company. This 
company was Sonia Rykiel Knita. In 1982 we produced $6 million or 
$12 million at the consumer's level. This, incidentally, was our 
first year in business. In 1983 we were fortunate to do $1% million 
and in 1984 we are out of business. 

As an American, 1 feel very strongly that free trade with our allies, 

underdeveloped countries and even countries behind the Iron Curtain 

is a fundamental a?ciom of our whole business and governmental philosophy. 

Certainly, we want to sell wheat to Russia and China, oranges to 

Hong Kong and tobacco to Japan, and a variety of other products so 

necessary to the fundamental economic stability of our economy. 

How then, can we be so arbitrary in desling with our trading partners? 

Why antagonise such a large portion of the free world over a problem 

which, in my opinion, can be quickly corrected without such draatic 

action. But above all, how can my own Government be so arbitrary 

and unfair with me as an American businessman? 

Let us take a look at the new regulation. The reason given by the Coanerce 
Oepsrtaent for this new regulation is that there are fraudulent abuses and 
circuavention relative to the present country of oriqin rules. These rules 
have been in existence since the very beginning of the multi fibre arrangements. 
Z agree fully with Ambassador Brock and Assistant Secretary of Connerce Lenahan 
that if there are abuses » they should be stopped and the guilty fined 
or jailed. However to change basic rules and disasterously effect the 
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vhole system of Importing can be compared to killing t chipmunk 
with a shotgun. I think equaUy important ia tha Govarnmtnt's 
attitude Which I find morally reprehensib le which is to make the 
assumption that we sv all guilty of these evasions; all exporters, 
all foreign Governments and all American importers. In every other 
aspect of American life, ve are preaumed to be innocent and not 
guilty. I, for one, resent an attitude that says, **No msttcr what 
the effect on American Importers, and Consumers, the Government 
must crack all the eggs to find the few rotten." 

Let's look fit the new regulations less emotionally, although that 
is difficult for me to do. Certainly, as originally written, they 
are neither fair nor is it realistically possible to comply vith 
them completely. In essence, they don*c make any sense. As they 
originally came out, I could knit in Brooklyn, send the pieces to 
Hong Kong for them to be put together and hand finished, and bring 
them back duty free and quota free and label them "Kade in USA". 
On this interpretstion, the Government has reversed itself, I think. 

Let us look at the prsctical side of filling out the various forms 
vhich the Government would like us to submit. We already fill out 
quota forms, visa forms and fibre concent forms. For all practical 
purposes, these new forms are not possible to complete vith total 
accuracy. To take the case of just one of our sweaters - many times 
these are made using 5 or 6 different yerne - aome natural fibre, 
some man-made, all of which come from different countries. We are 
now being asked to give an exact breakdovn as to how much of each 
yarn is used and where it came from in each gorment. It is not 
that this is impossible to do, but the time required and the 
bureaucratic red tape is such that the timing is diaasterous when 
working with seasonable fashion merchandise. 
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L«t*s Analyse existing contrsct6» letters of credit and above all, 
■y ovn vord of honor. Having ^been in this business for as long as 
I have, 90X of ny eoooiittments are made by ne giving my word to 
auppliera I have w6rked with for many yearn. They should be able 
CO plan production, and count on a certain amount of business from 
■e. I vill not be able to do this. I cannot take the risk, nor 
can I allov them to take the risks, of setting aside production 
tiaa or buying yam when they don't know from one moment to the 
next what the U. S. Government might do. 

In sufflmation, let me say that I do agree with Mr. Lenahan, Customs, 
the Treasury and the Commerce Department that people who break the 
rules should be stopped. But I ask you as I heve asked them - Why 
don*t they ask our help? Why don*t they ask our advice? Clearly 
putting me out of buaineas is not the anawcr. Not only is it un- 
American to treat me as if I am guilty, but also to make contracts 
worthless and to make my vord meaningless. In short, I ask you to 
consider the overall and long range impact of these regulations. 
Just to worry about Christmas 1984 which is what has happened up 
until now with the October 31 extension is only a band aid on a 
mortal wound. 

One other factor irtilch I hope you will consider. It is not only me 
and other importers who will be hurt nor just my suppliers. It Is 
the people that I employ, the freight companies I use and the 
retailers I sell. Millions of American consumers, all of us, you 
and me, facing the facts that if these rules are not amended, nor 
if aufficient time is not given to enable a reasonable transition 
to dose up the loopholes, that prices for the American consumers 
on all clothing and textile products will raise at least A0-80X 
over the next several years. Just yesterday morning I was advised 
by telex from Hong Kong that, because of the uncertainty and fear 
existing in Hong Kong, that if it neceaaary to produce everything 
in Hong Kong, the prices on all our existing styles will be 
increaaed 30-40X, which will be paased on to the American consumer. 

Gentlemen, I eppreciate the right to appear before you and I 
appreciate your courtesy in listening to me and hearing my point 
of view. 
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Senator Danforth. Mr. Seiniger, you have pretty well answered 
the question, but I would like the rest of you to tell us what you 
think the result of the rule of origin regulation will be on your 
business? 

Mr. Gluckson. If you don't mind, I will answer first. Senator 
Danforth. At a meeting of IRTAG last Tuesday, I raised the May 
Day signal. I think we are in tremendous distress. My son just 
came back from Hong Kong where they refused to bid on any mer- 
chandise for the spring of 1985 and won't even discuss the fall. We 
have lost the credibility that we have built up after being in busi- 
ness for so many years. I agree wholeheartedly with Mr. Seiniger. 
It came as a great shock to us — if you sit on IRTAG or ISAC or 
some of your other committees — that none of us were involved in 
any of the discussions or any of the negotiations. Government does 
ask and does provide a forum for American businessmen, but then, 
for some reason, forgets to use or ask us of our expertise during 
negotiations. I will tell you now that we have lost tremendous 
credibility, not only in the Big Three or Four, but in the emerging 
nations, and we have raised the wrath of our friends in Europe. 
And free trade becomes a laughing matter when you look at protec- 
tionism and nonteriff barriers. 

I think we have fought for years against nonteriff barriers. We 
are filling them up all over the place now. We have a problem. 

Senator Danforth. Mr. Hays. 

Mr. Hays. I would add only to that that the likelihood of retalia- 
tion because of these kinds of interim regulations and the potential 
they have to seriously alienate our important trading partners has 
already been signaled by the Chinese, and I can only tell you that 
last year in the dispute involving $50 million — not the $400 or $500 
million we are telking about here — in Chinese textile products, the 
People's Republic of China retaliated by shifting $0.5 billion worth 
of wheat orders to other countries. So, the problems are not only 
technical, they are not only having a good deal to do with paper, 
they are not only having a good deal to do with our lack of being 
able to make commitments overseas with any degree of confidence 
that we can honor, but also the other potential damage that can be 
done to other American industries by the retaliation on the part of 
the Chinese and others. 

Mr. Gluckson. Senator Danforth, if you don't mind for just one 
moment, No. 1, 1 would like my remarks put on the minutes. 

Senator Danforth. All the remarks and stetements are auto- 
matically put into the record. 

Mr. Gluckson. Thank you. The other thing which is kind of in- 
teresting. If you take Hong Kong, which cannot embargo any prod- 
uct but can boycott, the knitwear industry there has sterted a boy- 
cott of American tobacco — all tobacco products — which could run 
anywhere between $700 million and $1 billion this current year. 
We are opening ourselves to all sorts of retaliation, and as I said 
before, I think the complexity of the situation takes much more 
consideration than we have given to it. 

Mr. Hays. I would add just one thing. Senator. I think the 
impact will probably be a shortening of the supply of goods for a 
period of time until there is some reallocation of resources world- 
wide. If those reallocations cannot teke place, clearly what is going 
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to happen — and they will be much more difficult if not impossi- 
ble — further what is going to happen is the consumers are going to 
pay a higher price for the same kind of goods. The same kind of 
issues that existed in the examples by Mr. Sherman are going to 
become day to day, and no longer will the CPI on clothing be half 
of that of the CPI, but in fact it may lead the CPI and clearly all of 
the U.S. citizens use a lot of clothing, and it could have significant 
impact on inflation, I would think. 

Senator Danforth. Some people have said that the result of the 
voluntary restraints on automobiles has been that the Japanese 
auto producers have done even better than before because although 
the number of units that they sell decreased, the price per car in- 
creased, making it more difficult for the consumer in the United 
States to buy a low-priced car as a result. Does that theory apply in 
your opinion to your products as well? 

Mr. Seiniger. Senator, I would say so completely. General 
Motors just came out last week — forget the Japanese cars — after 
all, it is more profitable for the Japanese or anyone else to import 
and export their most expensive models. They are under a quota. 
But the domestic market has gone up. There was an editorial in 
Time about a month ago. The average price of American cars has 
gone from $6,000 to $10,000 in a very short time. Here what will 
happen is exactly the same thing. People will bring in whatever 
they can at the highest price. As I said before, the domestic market 
in this country is not geared primarily to quality. It is geared to 
quantity. And at the same time, they want to bring their prices up. 
I agree with them. I think the labor prices should come up, but it 
will certainly end up in all of us paying a lot more. 

Mr. Sherman. There was a classic example of this in the shoe 
industry in this country when the orderly marketing arrangements 
were put in — or agreements were put in — several years ago, the 
end result of those was not to reduce the amount of low-cost foot- 
wear that came into this country. What it did was attack the 
higher priced footwear industry because with reduced availability 
of quota, manufacturers overseas produced better and better qual- 
ity product, competed with the better American manufacturers 
rather than the low end ones and hurt them and hurt them badly. 

Mr. Gluckson. Senator Danforth, one of the illustrations I would 
like to bring forward to you is the fact that in the children's indus- 
try — and I noticed Mr. Sherman held up mostly children's gar- 
ments — it is very difficult for anyone going overseas today to get 
children's garments made because of the price of the garment, and 
with check point prices throughout the world, you find that very 
few of the companies want to manufacture children's garments. 
You come back here and you find that the price that you have to 
replace the merchandise for is greater than ladies' apparel prices 
and sometimes is staggering. As a result, the amount of children's 
merchandise being offered in the stores will significantly shrink in 
the next few years. I think you would agree, Mr. Hays? 

Mr. Hays. Yes. It is possible it will go much higher. 

Senator Danforth. Gentlemen, thank you very much for your 
testimony. The next panel is Mr. Earl Pryor, president. National 
Association of Wheat Growers, and Mr. Jerry Franz, vice president 
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for legislative affairs, National Comgrowers Association. Mr. 
Pryor. 

STATEMENT OF EARL PRYOR, PRESIDENT, NATIONAL 
ASSOCIATION OF WHEAT GROWERS, WASHINGTON, DC 

Mr. Pryor. Good morning, Mr. Chairman. I am appreciative of 
the opportunity to testify. Unfortunately, we don't have a major 
part of the committee present. I would like to have spoken particu- 
larly to Mr. Mo3mihan. 

Senator Danporth. What do you mean — you don't have a major 
part of the committee present? [Laughter.] 

Mr. Pryor. I am talking in terms of numbers, sir. Bad start al- 
ready. 

Senator Danporth. I am humble. 

Mr. Pryor. You had mentioned you would like to have us com- 
press our testimony and summarize it. 

Senator Danporth. Your written testimony will be made a part 
of the record. 

Mr. Pryor. Yes. I will do that. We come here basically as an ag- 
grieved party. Wheatgrowers are concerned about the transfer of 
resources from the farm sector as a result of textile policies, and 
protectionist barriers are resulting in the loss of U.S. trade and 
jobs and farm income. The task of increasing farm exports depends 
on selling more to the world's developing nations. Trade is not a 
one-way street. We cannot expect to achieve export gains while 
building higher walls of protection around U.S. markets. We have 
had several references to the Chinese boycott of the U.S. wheat 
market during the 1983 textile negotiations, and the value of our 
exports dropped 64 percent, resulting in losses to growers not of 
$500 million but nearly $700 million. Since the country of origin 
rules went into effect on September 7, China has warned of damage 
to the U.S. PRC trading relationship. Retaliation in 1984 would 
cost U.S. growers over $500 million in lost sales. China may also 
decide against renewing its long-term sales agreement with the 
United States which expires this year. Duty investigations of tex- 
tile imports from 13 countries are valued at $1 billion a year, com- 
pared to U.S. export sales to those countries valued at $2.78 billion. 
This is in the ag" community. This amount of trade equates to 
88,000 U.S. jobs in that complex. 

U.S. exports to these countries and those impacted by the new 
customs rules represent 34.6 percent of the total U.S. wheat export 
value. Wheatgrowers are relieved that the President rejected re- 
straints on copper imports, and we still face a decision on steel 
which could trigger retaliation. The farm export sector cannot 
absorb the degree of injury that results from protectionist actions. 

The United States needs to get its economic house in order by 
dealing with macroeconomic problems, instead of treating the 
symptoms of the problem by increasing trade barriers. All trade 
sensitive groups should work to accomplish this. I would like to 
place in the record for the benefit of Senator Moynihan our pream- 
ble and our policy statement regarding domestic foreign programs. 
Domestic farm programs should be developed that at least partially 
counteract and balance the effects of imprudent monetary and 
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fiscal policies. These policies have created the high interest rate 
which have led to increased cost burdens for farmers and a 
strengthened dollar which has eroded the competitive position in 
world markets for U.S. agricultural products. Current economic 
and trade policy must be redirected so as not to harm interestnsen- 
sitive and export-dependent industries. The counterproductive ef- 
fects of protectist policies on both national and international eco- 
nomic activity and potentiality on the agricultural sector must be 
fully recognized. The United States must adhere to an aggressive 
consistent and open trade policy to the benefit of the overall econo- 
my. Thank you. 

Senator Danporth. Thank you. Mr. Franz. 

[Mr. Pryor's prepared written statement for the National Asso- 
ciation of Wheat Growers follows:] 
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Sunnary Statement of Barl Pryor, President 

National Association of Itieat Growers 

before the 

International Trade Subconnlttee 

Senate Finance Committee 

September 18, 1984 



— Itieat growers are concerned over the transfer of resources from 
the farm sector as a result of textile policies, and protectionist 
barriers are resulting in losses in O.S. trade, jobs and farm income. 

— The task of increasing farm exports depends on selling more to the 
world's developing nations. Trade is not a one-way street. We cannot 
expect to achieve export gains while building higher walls of protection 
around O.S. markets. 

China boycotted the U.S. wheat market during 1983 textile 
negotiations and the value of our exports dropped 64 percent, resulting to 
losses to growers of nearly 1700 million. Since the "country of origin* 
rules went into effect on Septeiber 7, China has warned of damage to the 
U.S.-PRC trading relationship. Retaliation in 1984 could cost U.S. 
growers over $500 million in lost sales. China may also decide against 
renewing its long-term sales agreement with the U.S. which expires this 
year. 

Countervailing duty investigations of textile imports from 13 
countries are valued at $1 billion a year, compared to U.S. export sales 
to these countries which are valued at $2.78 billion. This amount of 
trade equates to 88,000 U.S. jobs. U.S. exports to these countries and 
those Impacted by the new Customs Rules represent 34.6 percent of total 
U.S. wheat export value. 

— Wheat growers are relieved that the President rejected restraints 
on copper Imports, but we still face a decision on steel whlcih could 
trigger retaliation. The farm export sector cannot absorb the degree of 
injury that results from protectionist actions. 

— The U.S. needs to get its economic house in order by dealing with 
macroeconomlc problems. Instead of treating the symptoms of the problem by 
Increasing trade barriers. All trade-sensitive groups should work 
together to accomplish this. 
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Statement of Barl Pryor , President 

National Association of Itieat Growers 

before the 

International Trade Subconnittee 

of the 

Senate Finance Conmittee 

on the 

State of the Textile Industry 

September 18, 1984 



Hr . Chairman and menibers of the Subcommittee: 

The nation's wheat growers appreciate this opportunity to present 
their views today on the subject of the O.S. textile industry. I am Barl 
Pryor » a wheat farmer from Condon, Oregon and president of the National 
Association of Wheat Growers. 

First, I want to make it clear that I appear here today not as a 
specialist on the textile industry or an an advocate of policies which 
would weaken its viability. I appear because substantial resources have 
been transferred from the farm sector as a result of textile trade 
policies implemented by the Reagan Administration in 1983 and 1984, and 
because, as a farmer, I can see that these protectionist barriers are 
being paid for throu^i substantial losses in U.S. trade, jobs and farm 
income . 

Chlike the 1970 *s when rising world demand and a weak U.S. dollar 
brought substantial gains in the farm export sector, we are currently 
experiencing a steady reversal in export volume, and the U.S. Agriculture 
Department projects that trade for fiscal 1984 will decline for the fourth 
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consecutive year. O.S« agriculture, and the wheat industry in particular, 
is export-dependent, and economic recovery will not occur unless farm 
exports are increased. 

Moreover, the task of boosting farm exports depends in large measure 
on selling more to the world's developing nations where substantial growth 
potential exists. It follows, therefore, that developing countries will 
not be able to purcihase U.S. farm i^oducts unless they can generate 
earnings from the sale of their own goods. Stated differently, trade is 
not a one-way street. We cannot expect to achieve export gains while at 
the same time building higher walls of protection around D.S. markets. 

The roost recent example of protectionist injury to the U.S. wheat 
sector is also the most dramatic. During the protracted U.S.-China 
textile negotiations of 1983, the Chinese boycotted the U.S. wheat market, 
and the value of our exports to this market declined to $377 million from 
a level of $1.05 billion in the previous year — a 64 percent drop 
representing losses to U.S. growers of nearly |700 million. 

Itiile the level of wheat exports to China improved during the first 
part of 1984, and official statements were made that this year's minimum 
six million ton purchase obligation and 1983 *s 2.2 million ton shortfall 
would be met, China has not been in the U.S. market to cover these 
commitments, and we fear that the so-called "country of origin* textile 
rules whi(^ took effect on September 7 will cause China to once again 
abandon the U.S. wheat market and her purchase obligations. The Chinese 
government is very upset over the new customs service regulations, and it 
has urged that they be withdrawn to "protect the normal trade relationship 
between the two countries from being unecessarily damaged.* If China does 
retaliate, the cost to U.S. wheat growers will be over $500 million 
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between today and the end of December. Further, the real prospect exists 
that China may decide not to renew the 1980 Grain Supply Agreement with 
the U.S. which expires at the end of this year. If this happens, we can 
expect to incur a substantial reduction in our market share and long-term 
losses to growers. 

In addition to the Customs Service's rule changes, there is also the 
issue of the Commerce Department's counter vai ling-duty investigation of 
textile and apparel imports from thirteen countries. These imports are 
valued at $1 billion a year, and according to Commerce Secretary Baldridge 
account for 3.7 percent of the total D.S. textile market. During 1983, 
the thirteen countries named in this investigation imported $1.58 billion 
worth of feed grains, $507.2 million of soybeans and $695.9 million 
dollars of wheat from the U.S., for a total of $2.78 billion. 

The value of these export markets can also be measured in terms of 
jobs. The U.S. Agriculture Department estimates that for every additional 
one billion dollars in farm exports 31,700 new jobs are created. Using 
that figure, the $2.78 billion in farm commodity exports represents 88,126 
jobs. When U.S. wheat exports to the 13 courntries considered above are 
combined with those countries which would be most affected by the Customs 
Service's rule changes (China, Hong Kong, Korea, Japan, Taiwan, 
Bangledesh), the stakes in this controversy become even clearer, amounting 
to $1.16 billion in 1983, or 34.6 percent of total U.S. wheat export value. 

It is impossible to determine the degreee of retaliation these 
countries might take when their textile and apparel exports to the U.S. 
are restricted. Judging, however, from past experience they will likely 
diversify their sources of food imports. We are not saying that we will 
lose all of these markets, but we are all but certain to lose market 
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share, as our competitors in the world vheat export Market (Australia, 
Canada, Argentina and the EEC) have denonstrated their ability and 
willingness to absorb our lost or forfeited market shares. 

Hr • Chairman, trade issues cannot be compartmentalized, and the 
impact of protectionist decisions can too easily spill-over into other 
sectors. Moreover, the cost of this fallout, as was seen in the 1983 
textile dispute, can easily eclipse the value of the protection sought for 
a domestic industry. 

Right now, it appears as though the government is playing "billiards* 
with U.S. trade policy. We are thankful that no shot was taken on copper 
imports, but we have had a direct hit on textiles and we still face a 
decision on steel which could bring retaliation. Our farm export sector 
simply cannot stand the degree of injury that results from such 
protectionist actions, and we hope that this fact is realised before it is 
too late. 

We need to get our economic house in order , for our trade dislocations 
are the direct outgrowth of an overvalued dollar . We are treating the 
symptoms of this dollar aberration. We believe that all trade-sensitive 
groups should pool their resources, working towards a solution to this 
debilitating condition. 

Thank you Mr. Chairman for this opportunity for the Rational 
Association of Wheat Growers to appear before your subcommittee. I will 
be pleased to respond to questions at the appropriate time. 
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STATEMENT OF JERRY FRANZ, VICE PRESIDENT FOR LEGISLA- 
TIVE AFFAIRS, NATIONAL CORN GROWERS ASSOCIATION, 
WASHINGTON, DC 

Mr. Franz. Yes, sir, Mr. Chairman. I am Jerry Franz, vice presi- 
dent for legislative affairs of the National Corn Growers Associa- 
tion and a com and grain farmer from Wisconsin. I am very 
pleased to present the views of the National Com Growers Associa- 
tion in these hearings today, and I would be happy to summarize 
my testimony at this point. 

One, we are concerned about the U.S. textile industry's effort to 
further restrict textile imports from the People's Republic of China 
and other supplying countries. 

Two, we passed a resolution to that effect at a recent board meet- 



mg. 
Three, 



B, as was mentioned some time earlier, it is public knowl- 
edge that PRC is dragging its feet on grain imports because of tex- 
tile concerns. 

Four, the most immediate casualty of such restrictions would be 
the long-term grain agreement between the PRC and the U.S. Gov- 
ernment. More importantly, such a development will begin to dem- 
onstrate to not only the People's Republic of China but other coun- 
tries that the United States is an unreliable bu3dng customer — the 
flip side of being a reliable supplier, which is something we in 
grain have been struggling through the last few years. 

Five, the demand for protectionism is gaining momentum unfor- 
tunately. 

Six, U.S. grain agriculture is not in any condition today to suffer 
declines in lost export opportunity and/or sales because of special 
narrow interest groups making uneconomic arguments for import 
protection. And of course, here the initial impact is on wheat. But 
that when wheat backs up in this country, it then depresses its 
price so badly that it is a feed grain instead of a food grain. And 
then, of course, com comes into play. 

Seven, the ultimate cost for the growing degree of protectionism 
in the United States is the American consumer. 

Eight, the consumer pays twice. First he pays more for goods and 
then again for supply and management programs because of loss of 
market. 

Nine, knowing full well that U.S. agricultural exports are the 
largest net contributor to our balance of trade accounts — and we 
just heard this morning's news that that is now determined to be 
over $24 billion for the second quarter — short-sighted measures to 
restrict imports from major foreign countries will only result in ad- 
ditional erosion of U.S. com and agricultural exports to those coun- 
tries; and 

Ten, to just summarize generally, protectionism hurts U.S. agri- 
culture. We are competitive on the world market. U.S. agriculture 
comprises over 20 percent of the total U.S. economy and I would 
urge other sectors of the economy to also work to become competi- 
tive. And I appreciate this opportunity to present the position of 
the National Com Growers Association and would be pleased to at- 
tempt to answer any questions. Thank you, Mr. Chairman. 

Senator Danforth. Thank you, gentlemen. 

[Mr. Franz's prepared statement follows:] 
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I an Jerry Franz, Vice President for Legislative Affairs of the National Com 
Growers Association (NCGA) , and a corn and grain fanner from Poynette, Wisconsin. 
Accompanying me today is Michael Hall, the NCGA Washington Representative* and 
we are very pleased to present the views of the National Com Growers Associa- 
tion in these Hearings today. In the interest of brevity, my remarks are suc- 
cinct and to the point with respect to the views of tha National Com Growers 
Association about the status of the U.S. textile industry and its "plea for 
protectionism." 

At a recent meeting of the Executive Committee of the Board of Directors of 
the National Corn Growers Association, the following resolution was adopted 
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about the U.S. textile Industry's effort to further restrict textile imports 
from the Peoples* Republic of China and other supplying countries: 

Whereas* the National Corn Growers Association is com- 
mitted to working toward expanding demand rather than re- 
stricting production; whereas demand incentive programs 
are more cost effective than supply reduction programs; 
and whereas the limited importation of Chinese textiles 
last fall caused U.S. farmers an estimated half billion 
dollars: Be it resolved that the National Corn Growers 
Association strongly opposes any trade rules or changes 
by the International Trade Commission and /or the Admin- 
istration that would Jeopardize China's access to the 
American market. Any further restrictions will have a 
direct negative impact on already depressed net farm 
income and ultimately, on the total U.S. economy. 

During the past year, grain purchasing officials and government officials of 
the Peoples* Republic of China have all but indicated that any unilateral ini- 
tiatives by the U.S. Government to further restrict PRC textile exports to our 
market would be countered by reductions in PRC grain purchases from the United 
States. As a matter of fact, the People's Republic of China is still lagging 
behind in the minimum purchase obligation of six (6) million tons of grain 
from the United States each year. The simple reason for the lost grain export 
sales last year, now continuing into this year, is the concern of PRC trade 
officials that the United States will again restrict PRC textile exports to 
the United States. 

If the current recommendations of the International Trade Commission are put 
into place vis-a-vis textile imports from the Peoples' Republic of China and 
other developing country suppliers to the United States, the most immediate 
casualty of such restrictions will be the long-term grain agreement between 
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the PRC and U.S. gbvernnients. But more importantly, such a development will 
begin to demonstrate to liot only the Peoples* Republic o£ China, but other 
countries, that the United States is an "unreliable buying customer" — the 
flip side of the same coin o£ being a "reliable supplier" of commodities. 

With respect to the initiatives and petitions of various sectors in the U.S. 
industrial community for import protection for any number of reasons, the 
United States is rapidly becoming more protectionistlc with each passing day. 
The list of Industrial sectors requesting import protection for foreign compe- 
tition only grows with the success of each industrial sector pleading for im- 
port protection: 

• automobile 

• specialty steel 

• footware 

• copper 

• wine 

• textile 

• telecommunications 

In each of the above sectors either requesting and /or obtaining import pro- 
tection from foreign competition, the burden of bearing the adjustment and /or 
cost of reduced trade lies with U.S. agriculture — particularly the grain 
sector of U.S. agriculture. And U.S. grain agriculture is not in any condi- 
tion today to suffer declines in lost export opportunity and /or sales because 
of special, narrow interest groups making uneconomic arguments for import pro- 
tection. 
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The ultimate cost 'for the growing degree of protectionism in the United States 
is the American consumer. With the granting of import protection to any in- 
dustry, the American consumer only faces higher prices for domestically pro- 
duced goods sold at prices undisciplined from competition. Then the 
consumer — who is the ultimate tax payer — pays again in terms of costly 
supply management programs to reduce grain production in the United States be- 
cause foreign countries turn to other grain supplying countries in retaliation 
for these U.S. Government decisions. 

On behalf of American corn farmers, we urge you, Mr. Chairman and Committee 
members, to reject the arguments and pleas for "temporary" import protection 
for the textile and other industries. Knowing full well that U.S. agricultural 
exports are the largest net contributor to our balance of trade account (which, 
I should mention, is now determined to be over $24 billion for the second 
quarter), short-sighted measures to restrict imports from major foreign coun- 
tries will only result in additional erosion of U.S. corn and agricultural 
exports to those countries. 

I appreciate having the opportunity to present the position of the National 
Corn Growers Association, and will be pleased to attempt to answer any questions. 
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Senator Danforth. I have just a couple of questions. I take it 
there is no doubt in your mind that protectionist policies in the 
United States have in the past had a serious impact on agricultural 
exports, and you believe that they will in the future. Is that cor- 
rect? 

Mr. Franz. No doubt about it. 

Mr. Pryor. Absolutely. It has been demonstrated more than 
once. 

Senator Danforth. It has been clearly demonstrated, hasn't it? 

Mr. Pryor. Yes. 

Senator Danforth. I mean, there is absolutely no doubt about it? 

Mr. Pryor. Correct. 

Senator Danforth. Now, I don't know the situation in the rest of 
the country, but I do know we have a number of garment workers, 
textile workers in the State of Missouri. We have had witnesses 
testify from my State today — Monsanto, obviously, a msgor compa- 
ny in St. Louis and a msgor employer, on how thev are affected by 
imports. I also represent an awful lot of farmers. And the picture I 
get when I travel around the State is one of disaster. High costs, 
high interest rates, low commodity prices, and bankruptcies. We 
had in Missouri a drought — virtually no com crop. It is true that 
there are a lot of people in various lines of work who have been 
impacted by imports, but is my impression generally true, or is 
that just in Missouri — that the farmers now — many of them — are 
having a desperate time and that anything that impacts negatively 
on the price that they can get for what they do produce is really a 
case of kicking somebody when he is down. 

Mr. Franz. I certainly would agree with you. That is very accu- 
rate. There is a good percentage of farmers who are really up to 
their eyeballs and at their wits' end and they really are ready to go 
down the tube, and it has just begun recdly. Just to mention Mis- 
souri, I know of one com mrmer in Missouri who was flooded out 
in the spring and now has been burned out. He just lost his com- 
plete crop. 

Senator Danforth. That is right. It is just tjrpical of this year. 
We had the deluge in the spring and then I was in one community 
around Labor Day, and I was told that the last rain that they had 
was on July 3, and that wasn't much. So, one of the jobs we have 
here is to try to do the best we can for all of our constituents, and 
we will certainly try to do that for the people who make textiles 
and make garments, and we understand the difficulty, but we also 
have to weigh in the other part of the equation, and that is the 
effect that whatever we do has on consumers and on people who 
depend on exports. And that would certainly include agriculture. 

Mr. Pryor. It has been our experience in doing some research, 
Mr. Chairman, that generally if people in agriculture are leveraged 
to any degree, certainly a maximum of 30 percent now with the 
present interest rates, their return to investment is zero because of 
the coincidence of the figures. So, coming off the 1970's, there are 
very few farmers who were good managers who did not take advan- 
tage of that leveraging opportunity. As a result of the turnaround, 
they are in a very desperate situation even though thev are good 
farm managers. Of course, you always have some people who are 
not the best managers in the world, and we expect people to come 
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and go out of agriculture, but it is extremely hard to get back into 
agriculture again because of the high capitalization that is now in 
the farm community. We are more concerned in this particular in- 
stance about equal opportunity. We don't want to be burdened with 
the results of some unjustified decisions, we feel, and we would like 
to get equal treatment. I am talking about the other people here 
who are in the business who are making the same plea — that they 
need fair treatment — and we only ask to be treated in the same 
manner. 

Mr. Franz. I might add that U.S. agriculture has been competi- 
tive in the world market for a number of years and that has 
become a large part of our market. We just can't stand these 
sudden jerks back and forth on our foreign markets— the impact of 
taking it away and being looked at as unreliable suppliers. 

Senator Danforth. Grentlemen, thank you very much. The next 
panel is Mr. Richard Fink, professor, George Mason University, 
Mr. Stanley Nehmer, president. Economic Consulting Services, and 
Mr. Sidney Pulitzer, chairman of the board of Wembley Ties. Pro- 
fessor Fink. 

STATEMENT OF RICHARD H. FINK, RESEARCH PROFESSOR, 
GEORGE MASON UNIVERSITY, PRESIDENT, CITIZENS FOR A 
SOUND ECONOMY, AND PRESIDENT, COUNCIL FOR A COMPETI- 
TIVE ECONOMY, WASHINGTON, DC 

Mr. Fink. Mr. Chairman, I want to thank you for the opportuni- 
ty to testify at these hearings on the condition of the textile indus- 
try. My name is Richard Fink and I am president of Citizens for a 
Sound Economy. We are a new organization, but we already have 
more than 36,000 members. I am also a research professor in eco- 
nomics at George Mason University in Fairfax, VA. As president of 
Citizens for a Sound Economy, I am here to speak on behalf of our 
members, American citizens who recognize the tremendous stake 
we have in a free economy. The focus of my brief testimony is the 
need for free and open commerce in the textile industry. As an 
economist, I feel comfortable in stating that the advantages of free 
trade are almost universally accepted at the theoretical level. Few 
economists would attempt to argue that protectionist measures 
benefit consumers or protect jobs. In fact, tariffs, quotas, and coun- 
try of origin regulations have precisely the opposite effect. They 
cause unemplo3anent, raise prices, and diminish consumer choice. 
In the case of textiles, the income and substitution effects that 
result from protectionist measures hurt American consumers, 
workers, and retailers. Ironically, we call tariffs protectionist meas- 
ures. In reality, what they protect a consumer from are low prices, 
more desired products, and a wider range of choices. In essence, 
barriers to a free trade are a form of transfer pa3anents to political- 
ly favored domestic producers and workers from consumers, work- 
ers in other industries, unemployed workers, and citizens of less- 
developed countries. The secondary consequences of trade restric- 
tions are borne by citizens in a number of different categories. 
Trade restriction costs consumers in terms of increased prices and 
decreased savings, which affects capital formation and economic 
growth. Also, it costs retailers and retail workers. They lose sale^ 
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on both the domestic and imported goods. The increase in the price 
of domestic products reduces sales and decreases jobs in the retail 
industry. The increased price of imports costs industries that use 
these goods as an imput. It costs exporters because the fewer the 
imports, the less will be the exports. It costs all industries affected 
by retaliation, and it affects aU those workers in those industries 
that are affected by retaliation. 

The center for the Study of American Business estimates that 
the cost to American consumers alone is $58.5 million in 1983 from 
protectionist measures, $18.4 billion in trade restrictions on textiles 
and apparel. If our goal is to aid the U.S. textile industry, it is not 
appropriate to isolate them from competition; that will only fur- 
ther weaken them. It is not appropriate to damage other indus- 
tries, which as a result will be clamoring for protection next be- 
cause of their weakened state. Rather, if we want to aid the textile 
industry, we need to create the best environment for these firms to 
increase their competitiveness — and increase their competitive 
health. Help the competitor build stronger muscles and sinew. 
Make him train and sweat. Don't strap weights on the legs of the 
others in the race. Don't slow down the race so that the racer can 
pretend that he is viable. Rather use tax credits for capital invest- 
ment and increase productivity. Perhaps base the degree of credits 
on the success of its increased competitiveness. Remove regulations 
that impede the development of firms, provide incentives for work- 
ers to strive for perfection. Deal with budget deficits with a stable 
monetary policy. Measures that increase the competitiveness not 
restrict the competition are the only sound policies for economic vi- 
ability in the long run. Thank you, Mr. Chairman. 

Senator Danporth. Thank you. Mr. Nehmer. 

[Mr. Fink's prepared statement follows:] 
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TESTIHONY OF RICHARD H. FINK, PRESIDENT, CITIZENS 
FOR A SOUND ECONOMY, AT HEARINGS BEFORE THE SUBCOMMITTEE 
ON INTERNATIONAL TRADE OF THE SENATE FINANCE COMMITTEE 
ON THE STATE OF THE U.S. TEXTILE INDUSTRY 
September 18, 1984 



Mr. Chairman and Members of the Subcommittee on International 
Trade, I want to thank you for this opportunity to testify at 
these hearings on the condition of the textile industry. My 
name is Richard Fink and I am president of Citizens for a Sound 
Economy. We are a new organization, but already have more than 
36,000 members. I am also a research professor in economics 
at George Mason University i^j Fairfax, Virginia. As president 
of Citizens for a Sound Economy, I am here to speak on behalf 
of our members — American' citizens who recognize the tremendous 
stake we have in a free economy. 

» ♦- 

The focus of my brief testimony Vs the need for free and 
open commerce in the textile industry. As an economist, I feel 
comfortable in stating that the advantages of free trade are 
almost universally accepted at the theoretical level. Few economists 
would attempt to argue that protectionist measures benefit consumers 
or protect jobs. In fact, tariffs, quotas, and country-of-origin 
regulations have precisely the opposite effect — they cause unemploy- 
ment, raise prices, and diminish consumer choice. In the case 
of textiles, the income and substitution effects that result 
from protectionist measures hurt American consumers, workers, 
and retailers. Ironically, we call a tariff a protectionist 
measure. In reality, what it protects is the consumer from 
low prices, more-desired products, and a wider range of choices. 
In essence, barriers to free trade are a form of transfer payments 
to politically favored domestic producers and workers from consumers, 
workers in other industries, unemployed workers, and citizens 
of less-developed countries. I shall briefly discuss how pro- 
tectionist measures effect each of these four groups and conclude 
with some alternatives that would better serve the interests 
of both the textile indusjbry and consumers in general. 

1. Consumers — Here the case for free trade is most clear 
cut. According to the Center for the Study of American Business, 
protectionist measures cost American consumers $58.5 billion 
in 1980 alone. Of this, $18.4 billion came from tariffs and 
other restrictions on textiles and apparel. Some like to call 
this a hidden tax — in reality it is a hidden transfer payment- 
welfare— for the domestic manufacturers of the product, paid 
by American consumers. 

This price effect Is only one of the costly effects of 
trade restrictions. Protectionist measures— be they called 
tariffs, quotas, or voluntary restraints— reduce the supply 
of a product and thwart of consumers by restricting their freedom 
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to choose. This is particularly true of the apparel and textile 
industries, where many fashions lost by barriers cannot be replaced 
by domestic suppliers. 

2. American Workers -- By raising the prices of selected 
goods, protectionist measures reduce demand, both for the product 
in question and for other goods in the economy. Consumers must 
either reduce savings or purchase less the when prices of some 
goods, such as textiles, increase. This reduction in demand 

has secondary effects throughout the economy: reduced corporate 
earnings, lower pay, even layoffs and bankruptcies of marginally 
profitable companies. The retail industry, for example, employs 
more than 16.7 million people. Many Americans work in transportation 
and shipping, which are both directly affected by trade policy. 
Certainly a reduction in consumer demand for apparel and other 
textile products, even if due to well-intended protectionist 
measures diminishes employment and earnings in retail and related 
industries, and therefore reduces the economic health of the 
entire economy. 

Another secondary effect of protectionism is retaliation. 
No one can predict what form retaliation will take should the 
U.S. continue to restrict foreign imports which are frequently 
the lifeblood of developing economies. 

Finally, protection for labor-intensive, low-wage industries 
means lower wages in the U.S. Competition induces American 
firms to modernize and increase the capital invested per worker; 
this increases productivity and wages. In the absence of competi- 
tion, wages generally are lower than would otherwise be the 
case. 

3. Unemployed workers — One of the hidden victims of pro- 
tectionist measures is the unemployed worker. Most economists 
agree that protectionism is a negative sum-game--more jobs are 
lost than are saved. As Daniel Webster stated in an eloquent 
speech to the House of Representatives in 182M, "Commerce is 
not a gambling among nations for a stake, to be won by some 
and lost by others. It has not the tendency necessarily to 
impoverish one of the parties to it, while it enriches the other; 
all parties gain, all parties make profits, all parties grow 
rich, by the operations of just and liberal commerce." 

Unfortunately, the victims of a quota or tariff are difficult 
to identify. Rarely does the laid-off truck driver or sales 
clerk make the connection between a country-of-origin rule and 
his unemployment. Protectionist measures demonstrate that the 
benefits of a government acts are concentrated, while the costs 
are greater and diffused. In a free market, capital shifts 
to other uses when it is to our comparative advantage to have 
fewer steel or textile mills and more computer stores or furniture 
manufacturers. In the absence of protectionist measures, capital 
moves to where consumer demand and, hence, return on investment 
are greatest. Overall employment increases. The shrinking 
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of one sector of the economy due to low priced foreign conpetition 
would be offset by an expansion in productive capacity elsewhere 
in the economy. Protectionism prevents the market process from 
operating smoothly and thus inhibits innovation and job creation, 
but we cannot count those jobs that were never created due to 
well-intentioned actions of legislators. If the domestic textile 
industry were to shrink, there would mostly likely be an expansion 
in productive capacity elsewhere that surpassed that loss. 

4. Less-developed nations — Less-developed nations generally 
have a comparative advantage in low-wage industries. It Is 

to the advantage of American workers and American consumers 
for foreigners to concentrate on producing these goods. Comparative 
advantage doesn*t mean foreigners can produce certain goods 
more efficiently than us, but that the particular goods cannot 
be produced domestically as efficiently as we can produce other 
goods. In a very real sense, the textile industry's toughest 
competition comes from other demands for capital, labor, and 
natural resources in this country. 

When the principles of free and liberal commerce prevail, 
foreign producers are able to earn dollars they can spend on 
exports from U.S. By restricting textile imports to the U.S., 
foreigners have less to spend on U.S. exports and less capital 
to use to develop. 

5. Alternative Solutions — The sensible policy of government 
toward the textile industry is to remove hindrances that make 
U.S. industries less competitive. Government need not encourage 
competition— it occurs naturally. What government should do 

is eliminate those barriers that already exist in the U.S. economy, 
such as high levels of taxation and regulation, which prevent 
the textile industry from being competitive in world markets. 
Moreover, corporate taxes are a cost to American producers that 
is ultimately borne by consumers. We should adopt a sound monetary 
policy that will reduce real rates of Interest and the cost 
of borrowing capital. We should expand incentives for saving, 
so that capital is available for plant modernization. 

In the push for protectionism, nobody has openly opposed 
free trade. No one wants to be on record against it because 
Intuitively most people realize there is no more basic freedom 
than the right of voluntary exchange, regardless of political 
boundaries. So to justify their proposed Interference with 
freedom, the protectionists switch to the fair-trade issue. 
Free trade is fine, they say, as long as it is fair trade. 
People must stop fooling themselves on this issue. They favor 
either free trade or protectionism. They can't have it both 
ways. Free trade Is fair trade. In the name of both prosperity 
and peace y let's seek solutions to the problems of American 
industry. Including the textile industry, that serve the interests 
of American consumers and workers and enhance economic freedom. 
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STATEMENT OF STANLEY NEHMER, PRESIDENT, ECONOMIC 
CONSULTING SERVICES, INC., WASHINGTON, DC 

Mr. Nehmer. Mr. Chairman, for the record, my name is Stanley 
Nehmer. I am president of Economic Consulting Services. My full 
statement, I gather, will be put in the record, so I would just like 
to — in the 3 minut^ that I have — make a few comments on what I 
say in my paper and what I have heard this morning. I must say, 
listening to the retailers, and some of the facts that were tossed at 
the subcommittee, I wasn't sure which industry they really were 
talking about, but that is for another time. 

You know, Mr. Chairman, this great country of ours grew on the 
basis of various sectors — agriculture, industry, manufacturing, 
transportation — all growing together. We have a different situation 
occurring here where despite the very close interrelationship in 
economic growth among the different sectors of our economy, we 
find what has happened is the development of a ''beggar thy neigh- 
bor" policy. What we just heard from the agricultural interests in 
effect was not only farmers versus textile and apparel manufactur- 
ers, but farmers versus farmers because it was the wheat farmers 
and the com farmers who were beggaring thy neighbor — the cotton 
farmer and the wool grower. We have the same occurring with 
regard to the retailer insofar as their attitude toward the textile 
and apparel manufacturers are concerned. And yet we know that 
retailers in many communities depend on the health of different 
manufacturing industries for their own prosperity. Retail trade 
cannot prosper when workers in these industries are without jobs. 
This is equally true in the case of textiles and apparel. The domes- 
tic textile industry is the largest purchaser of cotton, and virtually 
the sole purchaser of all the wool clipped in the United States. It 
happens to be an important customer of the corn growers in the 
United States. The equivalent of about 20,000 acres of com is pur- 
chased through the form of cornstarch by the textile industry, but 
nevertheless, we have this beggar thy neighbor policy that seems to 
have developed. With all respect to the retailers and to the agricul- 
tural sector, I believe that their position is quite unfair. The retail- 
ers raise the flag of consumer interests, and they formed a coali- 
tion to seek freer trade in textiles and apparel. But the retailers' 
alleged interest on behalf of consumers with regard to import 
issues, I have to say, is a convenient smokescreen for maximizing 
proflt at the expense of Arms and workers in the domestic textile 
and apparel industry. As for agriculture, Mr. Chairman, it benefits 
by the largest support in the U.S. budget by far of any sector in the 
U.S. economy to the tune of some $53 billion in the aggregate in 
fiscal year 1983. The wheat farmers alone in this country received 
during fiscal year 1983 some $5 billion in support from the Federal 
Government. In the first 8 months of 1984, the prices received by 
farmers rose 8 percent over the same period of 1983. Wholesale 
prices for textiles and apparel in the same period rose but 3 per- 
cent. I have a lot more to say. May I say a couple more things? 

Senator Danforth. Yes. 

Mr. Nehmer. Thank you, Mr. Chairman. With respect to the re- 
tailers, I think we should note that despite their complaints, im- 
ports of textiles and apparel have grown 44 percent thus far in 
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Hearing on the State of the U.S. Textile Industry 

September 18, 1984 

SUWRRY 

I am oonoemed about the current inpcrt pcobleras of the U.S. textile and 
apparel industry, vihich are manifested so recently in the 44 percent import 
growth so far this year. And I am equally concerned about the tremendous growth 
in the U.S. trade deficit. 

I am concerned as %iell with what is happening aniong the different sectors o£ 
the U.S. econony. The United States has grown and prospered because o£ the com- 
bined strength o£ the different sectors of the economy. 

Despite the interrelationship and interdependency of the textile industry, 
the agricultural sector and the retailers, what we see happening is a "beggar- 
thy-neiQ^ibor" approach on the part of the different sectors, when they feel 
actions by one will adversely affect them. 

Retailers, raising the flag of oonsimer interests, have formed a coalition 
to seek freer trade in textiles and apparel. But the retailers' alleged 
interest on behalf of oonsimers with regard to inpcrt issues is a convenient 
anokescreen for maximizing profit at the expense of firms and workers in the 
doBBStic textile and egparel industry. The retailers want the freedom to offer 
maxinum choice of product. I do not take exception to this so long as, in the 
process, it does not make the domestic textile and apparel industry nonviable. 
Wb do not expect inports to be shut out of the U.S. market '— they will continue 
to grew — nor do we expect the doors to be flung cpen to inpcrts indiscrimina^ 
tely. 

AS for agriculture, it benefits by the largest support in the U.S. budget by 
far of any sector of the U.S. eoonony, to the tune of some $53 billion in the 
aggregate in fiscal year 1983. There are certainly good and substantial reasons 
for these agricultural programs. He do no expect these p rogr a m s to be aban- 
doned. But that does not give the fanner the license to beggar his neighbor in 
the factories and manufacturing towns of this country. 

There is no easy solution to the problem which has developed between the 
textile and apparel industry, retailers, and agriculture. But, I do know that 
this beggar-thy-neighbor approach nust be abandoned. Their interests are, I 
believe, more in comnnon tiian in oonflict. 

The textile and apparel industry has in place the Miltifiber Arrangement, 
lAich is intended to be a program to allow orderly growth in inpcrts. Neither 
agricultural interests nor the retailers should expect the textile indkistry to 
give \Mp its only protection, as inperfect as it may be. 
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My name is Stanley Nehmer, President of Economic 
Consulting Services Inc., a Washington-based economic con- 
sulting firm. Our clients include a broad range of 
industries, mostly those industries which have been ad- 
versely impacted by imports including various parts of the 
textile and apparel industry. I appreciate the opportunity 
to appear before the Subcommittee today concerning the state 
of the U.S. textile/apparel industry. I have been involved 
with the question of import problems of this industry for 
many years. Prior to retirement from the U.S. Government in 
1973, I was for more than seven years Deputy Assistant 
Secretary of Commerce in charge of the textile import 
program as well as other import programs. I have continued 
my relationship with the U.S textile and apparel industry in 
my capacity as consultant to several trade associations and 
labor unions in the industry. 

I am concerned about the current import problems of the 
U.S. textile and apparel industry, which are manifested so 
recently in the 44 percent import growth so far this year. 
And I am equally concerned about the tremendous growth in 
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the U.S. trade deficit, and about increases in the trade 
deficit £or import-sensitive products. 

Last year, the U.S. merchandise trade deficit reached a 
record $69.4 billion. More than half of that was accounted 
for by the trade deficit in manufactured goods. The $10.6 
billion deficit in textile and apparel trade represented 
more than 15 percent of the 1983 merchandise trade deficit. 
This year, just through July with its single-month record 
$14.1 billion deficit, the overall merchandise trade deficit 
has reached $73.8 billion, exceeding the trade deficit for 
all of 1983. Predictions are that the 1983 deficit will be 
at least $120 billion and possibly as high as $140 billion. 
The textile/apparel trade deficit will likely reach $16 
billion this year. 

Ironically, from the standpoint of trade, the United 
States now has something in common with developing countries 
such as those from which we import textiles and apparel. As 
Alfred Eckes of the International Trade Commission observed, 
the United States is importing more and more manufactured 
products and exporting more and more raw materials and agri- 
cultural materials. That, he said, was the definition of a 
developing country, not the definition of an industrialized 
country. 

The U.S. merchandise trade deficit has contributed to 
growing job displacement in the United States. Government 
estimates show that in 1982, when the U.S. merchandise trade 
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deficit reached a then-record $42.7 billion, the United 
States suffered a net job displacement from U.S. trade in 
manufactures of more than one million man-years. Job 
displacement only worsened in 1983 and 1984 as the trade 
deficit continued to grow. 

The Commerce Department rule of thumb is that every one 
billion dollar increase in the trade deficit costs 25,000 
jobs in the United States. Simple arithmetic tells you that 
the $60 billion increase in the trade deficit expected in 
1984 translates to 1.5 million additional jobs lost. 

I am concerned as well with what is happening among the 
different sectors of the U.S. economy. The United States has 
grown and prospered because of the combined strength of the 
different sectors of our economy. Agriculture, manufac- 
turing, and wholesale and retail trade have all been able to 
grow together as the U.S. economy has expanded over the 
years. Perhaps the finest example of this relationship was 
the development of the domestic iron and steel industry to 
meet the demand for rails and railroad equipment and for 
agricultural machinery as the Great Plains were opened to 
settlement and farming. Conversely, the latter could not 
have occurred without a growing indigenous iron and steel 
industry to meet the needs of the agricultural west. 

The different sectors are not autonomous. For example, 
the health or lack of health of the U.S. textile and apparel 
industry has a bearing on the health of other sectors of 
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the economy as well. In fact, there is a high degree of 
dependency of the U.S. economy on the textile and apparel 
sector. 

Our firm conducted a study in 1981 on the dependency of 
the U.S. economy on the fiber/textile/apparel industrial 
complex. We found that industries which are particularly 
dependent on the fiber/textile/apparel complex include 
various agricultural products, particularly cotton and wool; 
rubber products; industrial inorganic and organic chemicals; 
paperboard; plastic materials and synthetic rubber; and 
miscellaneous manufacturing industries. At least five per- 
cent of the total employment of each of these industries in 
1980 was dependent on final and intermediate demand of the 
products of the fiber/textile/apparel industrial complex. 
In total, 926,000 jobs were required from all industries, 
plus an estimated 130,000 jobs related to the delivery of 
the capital goods used by the fiber/textile/apparel complex 
and its principal suppliers. Thus, we estimated that in 
addition to the more than two million jobs directly 
generated within the fiber/textile/apparel complex, another 
one million jobs were dependent on this industry. 

Retailers in many communities certainly depend on the 
health of different manufacturing industries located in 
those communities. Retail trade cannot prosper when 
workers in these industries are without jobs. This is 
equally true in the case of textiles and apparel — the 
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manufacturers, the workers, and yes, even the retailers — 
have a stake in a healthy industry. 

Similarly, parts o€ the agricultural economy cannot 
prosper if the textile industry is not healthy. The 
domestic textile industry is the largest purchaser of cotton 
(our study showed that 43 percent of the total employment 
requirements in cotton were related to demand from the 
fiber/textile/apparel complex) and wool. The textile 
industry is also a major user, if not the largest user, of 
corn starch, if the textile industry is not in sound 
health, it has some not insignificant bearing on the health 
of the agricultural sector. 

Despite the obvious interrelationship and interdepen- 
dency of the textile industry, the agricultural sector and 
the retailers, what we see happening is a "beggar- thy- 
neighbor" approach on the part of the different sectors, 
when they feel actions by one will adversely affect them. 

Both the retailers and agricultural interests are 
strongly opposing textile/apparel import restraints. 

I certainly don't want to be accused of joining in that 
" beggar- thy-neighbor" policy. But, with all due respect to 
the retailers and to the agricultural sector, their position 
is somewhat unfair to the American textile and apparel 
industry. Retailers, raising the flag of consumer 
interests, have formed a coalition to seek freer trade in 
textiles and apparel. But the retailers' alleged interest 
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on behalf o€ consumers with regard to import issues is a 
convenient smokescreen for maximizing profit at the expense 
of firms and workers in the domestic textile and apparel 
industry. As for agriculture, it benefits by the largest 
support in the U.S. budget by far of any sector of the U.S. 
economy, to the tune of some $53 billion in the aggregate in 
fiscal year 1983. We should also note that in the first 
eight months of 1984, the prices received by farmers rose 8 
percent over the same period of 1983. Wholesale prices for 
textiles and apparel rose but 3 percent in the same period. 

I would like to comment more specifically on some of the 
arguments set forth by the retailers and the agricultural 
community. 

With respect to the retailers: 

• Restrictions under the Multifiber Arrangement (MFA) 
are not nearly so stringent as suggested by the 
retailers. These restrictions have permitted growth 
in imports at rates substantially in excess of U.S. 
market growth, import growth of 44 percent so far 
this year on top of 25 percent growth last year 
raises serious questions about the effectiveness of 
the MFA. 

• The interests of retailers and consumers are not the 
same. As businessmen, the objective of retailers is, 
of course, profit, and the profits they gain on 
imports are almost always higher than the profits 
they gain on the sale of domestic-ally-produced 
items. Those Committee members involved in passage 
of the Trade Act of 1974 might recall this statement 
in the Senate Finance Committee Report relating to 
import restraints: "Unemployed persons are not happy 
consumers. The Executive should not confuse the 
effect on consumers with the effect on importers or 
foreign producers; they are not the same." 

• Increases in consumer prices have been moderate. 
Price increases on textile and apparel products have 
been far lower than the overall rate of inflation. 
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Notwithstanding restrictions under the NFA, U.S. con- 
sumers still get good value for their dollars spent 
on textiles and apparel. 

• "Free" trade in textiles and apparel will mean the 
sacrifice of American jobs. Job creation in the ser- 
vice sector is not a solution because many of these 
service sector jobs are substantially lower-wage jobs 
than in the manufacturing sector. To the extent 
workers who lose their manufacturing jobs can find 
jobs only in service industries, they suffer declines 
in their standard of living. A strong manufacturing 
sector is vital to U.S. economic growth. 

e Estimates of the cost to the U.S. economy of protec- 
tion for textiles and apparel are grossly overstated. 
These cost estimates ignore the cost of not providing 
protection for the U.S. textile and apparel industry, 
such as unemployment compensation costs, trade 
adjustment assistance benefits, and welfare payments 
to unemployed textile and apparel workers; the loss 
of tax revenues derived from producers and workers; 
and the impact on supplying industries and local com- 
munities of lost revenues. 

The retailers want the freedom to offer maximum choice 
of product. I do not take exception to this so long as, in 
the process, it does not make the domestic textile and 
apparel industry nonviable as is occurring in the domestic 
footwear industry. From the point of view of retailers 
themselves, it can only hurt their own health and prosperity 
if the vital textile and apparel industry suffers major 
attrition under the hammering of imports. 

With respect to agriculture: 

• U.S. farm policy, with its twin goals of the encoura- 
gement of adequate and stable supplies of food and 
fiber and the assurance to farmers that farm income 
and prices will be protected and stable, has been 
accomplished at substantial cost to the U.S. economy. 
We estimate this cost to have been as high as $53 
billion in FY 1983. This includes $43.5 billion for 
Department of Agriculture farm-related programs and a 
USDA estimate of $9.7 billion for the PIK program. 
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• Farm programs cover production adjustment and price 
support programs, including commodity loans and 
purchases; production controls (including the 
payment-in-kind or PIK program); export promotion and 
credits; farmer-owned storage loans; and farmer-owned 
grain reserve. Other programs which directly or 
indirectly subsidize the agricultural sector are crop 
insurance; the Farmers Home Administration agri- 
cultural credit program; agricultural research and 
service programs; marketing programs; animal and 
plant health programs; special tax benefits for cer- 
tain farm expenses and income; U9DA food and nutri- 
tion programs; and Public Law 480. 

• Under Section 22 of the Agricultural Act of 1933, 
imports of certain agricultural commodities are 
restricted by quotas or tariffs to prevent inter- 
ference with price support stabilization programs 
operated under the auspices of USDA. Since Section 
22 was enacted some 50 years ago, import controls 
have been imposed on at least a dozen products. 
Section 22 import controls currently exist on certain 
dairy products (including cheese), sugar, cotton, and 
peanuts. 

• The meat import law, which dates back to 1964, per- 
mits the President to place quotas on meat imports to 
preserve the ratio of imports to domestic production 
which existed during the 1959-63 period. 

There are certainly good and substantial reasons for 
these agricultural programs. The farmer contributes impor- 
tantly to the export earnings of the country. He is an 
essential customer of American manufacturing industries. 
His labor and efficiency, with import restrictions when 
necessary, make it possible for the U.S. to avoid dependence 
on imports. But that does not give him the license to 
beggar his neighbor in the factories and manufacturing towns 
of this country. 

Agricultural interests have been citing what happened 
with China last year, when it embargoed grain purchases 
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from the United States in response to tightened controls on 
textile and apparel imports, as evidence that the United 
States should ease textile and apparel restraints. I would 
suggest that China is a fickle customer, and will only 
purchase U.S. agricultural products when its own domestic 
supply cannot meet China's needs. 

Take cotton, for example. China doubled its domestic 
production of cotton between 1979 and 1983 and, in the pro- 
cess, not only stopped buying cotton from the United States, 
but also entered the world market as an exporter of cotton, 
in competition with U.S. cotton exports. For American cot- 
ton growers to rely on China as an export market would be 
foolhardy. Its own major domestic customer, the 
fiber/textile/apparel industry, has been, and will continue 
to be, a much more reliable and dependable customer. 

As for wheat and corn, according to a report from the 
U.S. Embassy in Peking, China will not purchase enough wheat 
and corn from the United States to reach its guaranteed 
minimum under the bilateral agricultural agreement with 
China. This is primarily because of the unexpected good 
crop in China. 

While it is not in the interest of the U.S. textile/ 
apparel industry for China to retaliate against textile 
trade measures with an embargo on purchases of U.S. agri- 
cultural products, in all fairness, China has available to 
it other avenues for dispute settlements involving trade 
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issues. It simply does not use them. It prefers to 
threaten retaliation and, in the process, uses American 
agriculture to fight its case. 

Obviously, there is no easy solution to the problem 
which has developed between the textile and apparel 
industry, retailers, and agriculture. But, I do know that 
this beggar- thy-neighbot approach must be abandoned. Their 
interests are, I believe, more in coimnon than in conflict. 

The agricultural sector has in place huge U.S. 
Government subsidies and a coordinated program of import 
protection. We do not expect these to be abandoned, nor 
should they be. 

The retailers have available to them a wide, although 
not limitless, choice of textile and apparel sources. We do 
not expect imports to be shut out of the U.S. market — they 
will continue to grow — nor do we expect the doors to be 
flung open to imports indiscriminately. 

The textile and apparel industry has in place the 
Nultifiber Arrangement, which is intended to be a program to 
allow orderly growth in imports. Neither agricultural 
interests nor the retailers should expect the textile 
industry to give up its only protection, as imperfect as it 
may be. 

The textile and apparel industry will, I am sure, con- 
tinue its efforts to ensure the effective administration of 
the Multifiber Arrangement and the bilateral agreements. 
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STATEMENT OF SIDNEY PULITZER, CHAIRMAN OF THE BOARD, 
WEMBLEY TIES, NEW ORLEANS, LA, AND CHAIRMAN, NECK- 
WEAR ASSOCIATION OF AMERICA, NEW YORK, NY 

Mr. PuuTZER. Thank you. I am here to make a call on behalf of 
a very small industry that is in difficult times and in a year or so 
will be in desperate times — the men's neckwear industry in the 
United States. My name is Sid Pulitzer. I am chairman of the 
board of Wembley Industries, a large manufacturer in the country, 
and also chairman of the board of the Neckwear Association of 
America, which represents the great majority of neckwear manu- 
facturers in the United States. And we want to urge the attach- 
ment of S. 2712 to the present trade bill under consideration in the 
Congress today. I would never have believed that I would be here 
today urging a small increase in tariffs because philosophically I 
am a free trader. I am still a free trader. You may figure that is an 
unusual thing. How can you put those two philosophies together? 
Well, when you go for free trade or fair trade, there is supposed to 
be something called reciprocity. When there is no reciprocity, 
somebody is getting hurt, and in this case it is our country. And 
when we are being had, we should do something about it. Four 
years ago the tariffs on neckwear were put into an orderly reduc- 
tion. The tariffs on foreign imports of neckwear from us were also 
reduced. And in that time span, the amount of imports of neckwear 
into the United States have exploded, but the amount of exports 
we have been able to produce and ship abroad and have purchased 
are virtually zero. We are being had. We are a very small industry. 
We do only about $330 million a year, so we don't have the re- 
sources to come to Washington frequently and place our case 
before our Government. We do represent 7,000 workers, mostly 
working in small establishments. The businesses are concentrated 
on the east and west coasts, some in the central part of the United 
States, and my business is in Louisiana. Noticeably different is that 
the men's neckwear industry has very little support in terms of 
tariff protection. We have no subsidies either. While the textile ap- 
parel industry as a whole has the benefit of the multifiber arrange- 
ment, the neckwear industry has virtually no protection from im- 
ports. More than half of the neckties imported are of material that 
is not covered by the MFA, particularly silk which accounts for the 
bulk of the exploding imports. Unless we can do something to offset 
this, we must accept the fact that the bilateral agreements we 
made have worked for the destruction of our industry and there 
has not been any reciprocity. Conditions in our industry are rapid- 
ly deteriorating as imports are increasing at an alarming rate. Be- 
tween 1980 and 1983 alone, imports of neckwear increased by more 
than 250 percent, and this year while overall textile apparel im- 
ports increased in excess of 40 percent, neckwear imports increased 
by more than 100 percent. Four years ago, imports represented 
only 4 percent of the market share. The last few months, the rate 
at which the imports are coming in represents 30 percent of the 
market share, a doubling over last year. The amount of imports in 
this last year have increased from about 900,000 dozen to over 
1,800,000 dozen, and our industry exports less than 5,000 dozen to 
foreign countries. We are being had. Unless we can do something 
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to try and modify this and stabilize it, if this trend continues, 
within a year or two, a very small industry in this country will be 
decimated. It is an industry that does not require Government to 
pay any subsidies. It is an industry that pays taxes. Yet the profits 
in the industry have been declining. I urgently request that Senate 
bill 2712 be added to the trade bill under consideration in the Con- 
gress today. And we hope that another logical step can be taken 
shortly in the future whereby most of the fabrics used for neck- 
wear can be added to the MFA. But this bill that we ask be added 
is a very moderate bill. It is supported by the neckwear manufac- 
turers and all it represents is a return to the trade conditions that 
existed before the MFA tariff reductions took place. It is an in- 
crease from a duty of averaging 8 percent today to only 16 percent. 
I don't know if it is going to solve our problems, but it could help, 
and we hope that the Congress and the Senate will see some help 
for the neckwear industry. 

Senator Danforth. Thank you very much. Excellent testimony. 

[Mr. Pulitzer's prepared statement follows:] 
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HEMK£y INDUSTRIES 
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CHAIRMAN 
NECKWEAR ASSOCIATICN CP AMERICA, INC. 

Befoce the subcamittee m Intematlanal Trade 

CcRinittee en Finance 

U.S. Senate 

Hearing m the U.S. Textile Industry 

Septenber 18, 1984 

SUMMARY 

The neckwear industry shares many characteristics with other aegnnents of the 
U.S. textile/apparel industry. The noticeable difference bet%«Ben the neckiiear 
industry and other segnents of the textile/apparel industry is in its lack of 
import protect icn. 

While the textile/apparel industry as a whole has the benefit of the 
Nultifiber Arrangement, the neckwear industry has virtually no protection from 
inports. Only a few of our products are of ootton, wool, cr man-'made fiber, the 
products covered by the FVA. More than half of the neckties imported are of 
materials not covered by the fVk, such as silk. And nuch of the remaining 
inports of wool cr man-made fiber are from countries with which the United 
States does not have bilateral agreements, generally developed countries such as 
Italy. 

This has left the necktie industry particularly vulnerable to incxarts. 
Between 1980 and 1983 alone, inports of neckties increased by more than 250 per- 
cent. While overall textile/apparel inports increased in excess of 40 percent 
in the first half of 1984 conpared to the first half of 1983, neckwear infxxrts 
increased by more than 100 percent over the same period. 

Pending before this Ccximittee is a bill (S. 2712) to return the duties en 
necktie inports to the levels in effect as of January 1, 1981, for a period of 
five years. Our industry strongly supports enactment of this tenpcrary legisla- 
tion. Wie believe that this temporary respite from the tremendous inport growth 
will prevent inports from overwhelming domestic necktie producers. I urge the 
Conmittee bo report out S. 2712 favorably. 

The neckwear industry is also looking further into the future. Wb think that 
a logical step would be to seek coverage under the fVPi for products that oonpete 
directly with those of cotton, wool and man-made fiber, namely silk and other 
vegetable fibers. All neckwear should logically be oovered under the inter- 
national textile agreement. Then, %#e too can share the same protection as the 
other segments of the textile and apparel industry. 
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and 

CHAIRMAN 
NECKWEAR ASSOCIATION OF AMERICA, INC. 

Before the Subcommittee on International Trade 

Committee on Finance 

U.S. Senate 

Hearing on the U.S. Textile Industry 

September 18, 1984 

My name is Sidney Pulitzer. I am Chairman of the Board 
of Wembley Industries, based in New Orleans, Louisiana. 
Wembley is one of the largest producers of neckties in the 
United States. I am also Chairman of the Neckwear 
Association of America, Inc., the trade association repre- 
senting domestic manufacturers of neckwear. 

The neckwear industry employs about 7,000 workers in 
mostly small establishments. Our businesses are con- 
centrated in New York, which accounts for more than one- 
third of industry employment, California, and Louisiana, 
where my company is located. Substantial neckwear produc- 
tion also occurs in New Jersey, Missouri, North Carolina, 
Pennsylvania, Texas, Michigan and Massachusetts. 

The neckwear industry shares many characteristics with 
other segments of the U.S. textile/apparel industry. The 
noticeable difference between the neckwear industry and 
other segments of the textile/apparel industry is in its 
lack of import protection. 
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while the textile/apparel industry as a whole has the 
benefit of the Multifiber Arrangement, the neckwear industry 
has virtually no protection from imports. Only a few of our 
products are of cotton, wool, or man-made fiber, the pro- 
ducts covered by the MFA. More than half of the neckties 
imported are of materials not covered by the MFA, such as 
silk. And much of the remaining imports of %#ool or man-made 
fiber are from countries with which the United States does 
not have bilateral agreements, generally developed countries 
such as Italy. 

This has left the necktie industry particularly 
vulnerable to imports. Producing neckties requires much the 
same skills and material requirements as does the production 
of other sewn-products . Production start-up costs are mini- 
mal. Virtually any country with an establishe;! apparel 
industry can quickly become a producer and exporter of 
neckties. 

Conditions in our industry are rapidly deteriorating as 
imports increase at an alarming rate. Between 1980 and 1983 
alone, imports of neckties increased by more than 250 per- 
cent. While overall textile/apparel imports increased in 
excess of 40 percent in the first half of 1984 compared to 
the first half of 1983, neckwear imports increased by more 
than 100 percent over the same period. With the huge 
increases thus far in 1984, imports of neckties in 
January-June were already 86 percent of the import level in 
all of 1983. 
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This tremendous surge in imports can be directly attri- 
buted to the tariff cuts negotiated in the Multifiber Trade 
Negotiations. Tariffs on neckties were cut 20 to 50 per- 
cent. The tariff on silk neckties, the product with the 
largest import volume, was cut 50 percent. 

This tremendous growth in imports has caused a substan- 
tial loss in market share held by U.S. producers. The ratio 
of imports to domestic shipments rose steadily and rapidly 
from an estimated 4.3 percent in 1980 to 14.6 percent in 
1983. As a percent of the U.S. market, imports grew from an 
estimated 4.2 percent in 1980 to 13.0 percent in 1983. This 
year, we are projecting substantial growth in domestic con- 
sumption of neckties. • We had expected domestic production 
to share in at least some of that growth. But, earlier pre- 
dictions that domestic necktie shipments would grow by 15 
percent in 1984 (compared to import growth in excess of 100 
percent) have recently been proven far too optimistic. In 
the last two months any improvements in domestic necktie 
production have come to a standstill, and it is unlikely 
that the industry will meet this earlier optimistic predic- 
tion. In any event, imports as a percent of domestic ship- 
ments are expected to approach 30 percent in 1984, or about 
double the 15 percent import-to-domestic shipment ratio in 
1983. 

The neckwear industry has available to it few options to 
fight the import problem. Some have suggested that the 
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industry file an "escape clause" petition to get relief from 
imports by demonstrating that the industry has been 
seriously injured by increasing imports. While to roe this 
injury is apparent, there are some very valid reasons why we 
are reluctant to pursue this route. It would take eight 
months between the time we would file such a case and a 
final decision were to be reached, during which time 
imports, even at current rates, would be swamping our 
market. It simply takes too long to get needed action in 
the face of rapidly increasing imports. Further, the deci- 
sion in June by the International Trade Commission that the 
nonrubber footwear industry was not injured by imports 
leaves us concerned about what results would be reached in 
the case of neckwear. Finally, even if we were to win a 
case before the ITC, we have little assurance that the 
President would agree to provide import relief. What hap- 
pened with the much larger copper industry is evidence of 
this. 

The neckwear industry is trying another route as well. 
Pending before this Committee is a bill (S. 2712) to return 
the duties on necktie imports to the levels in effect as of 
January 1, 1981, for a period of five years. Our industry 
strongly supports enactment of this temporary legislation. 
We believe that this temporary respite from the tremendous 
import growth will prevent imports from overwhelming 
domestic necktie producers. I urge the Committee to report 
out S. 2712 favorably. 
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We would certainly like to see this legislation pass, 
but the neckwear Industry is also looking further Into the 
future. We have been asking ourselves what else can be 
done. We think that a logical step would be to seek 
coverage under the MFA for products that compete directly 
with those of cotton, wool and man-made fiber, namely silk 
and other vegetable fibers. All neckwear should logically 
be covered under the International textile agreement. Then, 
we too can share the same protection as the other segments 
of the textile and apparel Industry. 

Beyond this suggestion that perhaps neckwear should be 
covered more completely under the MFA, I would also note 
that the neckwear Industry has a stake In seeing that the 
NFA Is effective. While there have been no "calls" relating 
to wool or man-made fiber neckties under the current bila- 
teral agreements, for the first time we are seeing more and 
more Imports from the developing countries. Unless action 
can be taken, when appropriate, against rapidly increasing 
imports, the Intent of the MFA is easily undermined. 

I urge your support for S. 2712 and for more effective 
implementation of the Multifiber Arrangment. 



41 003 0-85-13 
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Senator Danporth. And excellent testimony from all three of 
you from difiTerent perspectives. I don't have any questions for you, 
but I appreciate your fine testimony and also your patience in 
waiting for 2y2 hours of the hearing before you got your time to 
testify. Thank you very much. 

That concludes the hearing. 

[Whereupon, at 12:03 p.m., the hearing was concluded.] 

[The following communications were made a part of the hearing 
record:] 
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statement by 

SENATOR NANCY LANDON KASSEBAUM 

before the 

Subconnlttee on International Trade 

September 18, 1984 



I appreciate the efforts of the members of the International Trade 
Subcommittee. This oversight hearing on the state of the United States 
textile Industry and existing International trading agreements will high- 
light many of the tensions faced by the United States today In the Inter- 
national marketplace. I hope It also will focus attention on the Inter- 
dependence of various sectors of the U.S. economy and on the effects that 
restrictions on free trade In one sector can have on other sectors. 

The United States has taken significant steps to protect the domestic 
textile Industry. Import quotas have been established, and bilateral 
agreements assist In limiting the Impact of textile Imports on domestic 
textile Interests. In addition. Congress has been active In strengthening 
tjBxtlle labeling regulations to assure that U.S. consumers have the option 
to choose Intelligently between domestic and Imported textile products. 

The United States Is also a party to multilateral agreements which 
attempt to provide an orderly system of International trade In textiles. 
The Multl -Fiber Agreement and the General Agreement on Tariffs and Trade 
are Important multinational efforts to stabilize world textile trade. It 
Is Important that the United States live up to its responsibilities under 
these carefully negotiated agreements. Because of our dominant role In 
International trade, the United States must continue to prove Itself as 
a reliable and trustworthy trading partner. 

The problems In the textile Industry should be addressed. Indeed, 
as I noted above. Congress and this administration have listened to the 
needs of the domestic textile Industry and have responded In several 
Important ways. We should not, however, sacrifice other, equally Impor- 
tant American trading Interests In a too narrow effort to shore up 
domestic textile producers and processors. 

In August, the Customs Service Issued proposed regulations dramatically 
altering customary International and U.S. practice for defining the 
"country of origin" of textile products. Although these regulations were 
labeled "proposals," they became effective on September 7, 1984, nearly 
one month before the public comment period ended. This Is an unusual 
method of promulgating federal regulations and raised serious questions 
about the utility of such a hasty adoption of substantive rules. I share 
the concern of many of my colleagues that regulations which Implement 
significant, dramatic changes In Customs Service policies, and which can 
drastically affect the entire picture of U.S. International trade, deserve 
a more thorough review. Efforts to enforce customs policies should be 
comprehensive and should be developed through open debate and comment. 
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Certainly, when regulatory action by the executive branch will have a 
serious Impact on the broad International trading Interests of the United 
States, this subconmlttee, and Indeed the entire Congress, should have 
the opportunity to review and evaluate that action. 

The modifications effective September 7 will alter substantially the 
United States' policies on Imports of textile products, effectively 
negating long-established customs policies and undermining multilateral 
and bilateral agreements with our trading partners. Short-sighted regula- 
tory efforts to minimize textile Imports, even If In the name of enforcing 
Import quotas, will not enhance the status of the United States as a 
reliable trading partner and will not promote the best Interests of the 
domestic textile Industry. Recent discussions within the Textiles Committee 
of the GATT Indicate that our trading partners are concerned about unilateral 
actions by the United States. 

I believe our trade policy should be comprehensive and Integrated. 
Our charge, as a Congress, Is to develop a trade policy for the entire 
United States, rather than to fashion piecemeal remedies which play one 
economic sector against another. Agriculture Is an export-dependent sector. 
It Is a sector still hard-hit by the recent recession and by vacillating 
U.S. trade policies. The agricultural sector does not need, and possibly 
cannot survive, further disruption of Its export markets. Textile-exporting 
countries offer largely untapped markets for American farm and timber 
products. Those markets will remain untapped, America's farmers will 
continue to suffer, and our trade Imbalance will grow If the tide of 
protectionism rises on a sector-by-sector basis. This hearing will, I 
hope, underscore that danger and will emphasize again how unfortunate 
It would be If we were to once more sacrifice America's potential agricul- 
tural export markets for short-term domestic gains. 

I urge the subcommittee to consider seriously the Impact of these 
newest textile-related regulations In light of our multilateral and bi- 
lateral agreements; the critical need to maintain export markets for 
America's farmers, manufacturing, and high technology Industries; and the 
potential for retaliation by our trading partners. I joined 15 of rny 
colleagues In requesting that the President delay the effective date of 
the Customs Service's regulations, and I renew that request before this 
subcommittee today. If problems exist, we should address them In a 
comprehensive manner after thorough public debate, especially when one 
sector's benefits may rebound to the detriment of another vital segment 
of the American economy. 

I thank the subcommittee for the opportunity to submit this statement. 
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SENATOR STEVE SYMMS - SENATE FINANCE COMMITTEE - SEPTEMBER 18, 1984 

Good morning, Mr. Chairman. I would like to thank you 
and the other Members of the Committee for holding these hearings. 

While the hearings being held today are for the ostensible 
purpose of airing the- problems of the American textile industry, 
I believe that it would be an opportune time for us to review 
the impact of the '•country of origin" regulations recently imposed 
by the U.S. Customs- Service. 

As a result of special interest lobbying efforts, the U.S. 
Customs Service proposed on August 3rd that the "country of 
origin" rules for textile imports be redefined. This modification 
is beginning to .cause serious disruption of U.S. textile imports 
and risks foreign retaliation against U.S. agricultural and 
forest product . exports , particularly to the Far East. 

Although ostensibly designed to combat fraud, the proposed 
regulations will also affect a significant number of legitimate 
business transactions including many existing orders for Christmas 
merchandise. Changing the country of origin requirements will 
result in the Embargo of shipments from countries whose quotas 
have already been filled or committed for the year. It is estimated 
that hundreds of millions of dollars of textile products will 
be affected. '. 

This change is having a dramatic impact on our relations 
with important trading partners whose normal patterns of exports 
to this counl^ry will be abruptly and radically altered. When 
retaliation for U.S. trade actions has occurred in the past, 
American farmera have had to bear a heavy burden. Witness last 
year's controversy over textile imports from China. The resulting 
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halt in Chinese purchases of U.S. v^eat alone caused a loss in 
export earnings of over $500 million. The potential loss in 
revenue that is likely to result from these regulations — which 
will affect many coijntries -- will be even greater. 

Of the greatest concern to me is the manner in which the 
regulations were put in place. No opportunity was provided for 
groixps who are affected to offer conments on the impact of the 
new rules. Also, despite the far-reaching effects of the proposed 
regulations, no economic impact analysis was prepared. 

If any analysis had been done, it would have been clear 
that the new regulations complicate the ^textile trade and 
probably will restrict further the supply of foreign textiles 
available to American consiuners, for the short term. However, 
while the effect of these regulations is to reduce the amount 
of imported textile products for the short-term, the long-term 
impact will actually harm the domestic textile industry because 
our trading partners producing textile products will simply 
build integrated operations in each of their respective countries 
and the overall capacity, abroad, will be greater — therefore, 
giving the American textile industry even more competition. 

In my opinion,, the new restrictions raise serious administrative, 
economic and political questions, and furthermore, seem to 
violate international treaties signed by the U.S. It is for this 
reason that Hong Kong, Colombia, El Salvador, Indonesia, Jamaica, 
Malaysia, Mexico, Pakistan, the Phillippines, South Korea, the 
People's Republic of China, and other countries have lodged 
diplomatic protests against the U.S. . 

The Ainerican textile industry does not need protection 
at the expense of consumers and every other exporting industry 
in the United States. 
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HONORABLE VIRGINIA SMITH 
Statement before the Senate Finance 
Subcommittee on International Trade 

Mr. Chairman and members of the committee, I certainly appreciate 
this opportunity to address the timely issue of US textile trade 
policy and its overall effect on US trade, particularly agricultural 
exports. 

My comments today rel.ate specifically to the new country-of- 
oxigin textile import interim regualtions which took effect on 
September 7. My position on this issue, however/ extends beyond this 
current dispute to US trade practices in general. 

As a result of President Reagan's Executive Order 12475, the US 
Customs Service issued a new interpretation of international rules 
governing textile imports which redefine what constitutes the "country 
of origin" for textile products bound for the United States. 

These new regulatiohis are objectionable for several reasons. 
First of all, they represent a iretreat to the dark days of 
protectionism. Secondly, sAJch action once again places an unfair 
burden on the farmers of this nation. In addition, the overall impact 
of this decision on the US economy is clearly negative, and if not 
reversed, will adversely' affect employment, consumer prices, tax 
revenues, government expenditures, and the balance of trade. Finally, 
these new regulations appear to violate the 1973 Multi-Fiber 
Arrangement on Textiles. 
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As world trade becomes increasingly competitive, the internal 
pressure for protectionism is building steadily. Obviously American 
business faces some unfair trade practices in the world today. These 
barriers must be removed, however, not matched tit for tat. 

To retreat into the dark isolation of protectionism is to throw 
in the towel economically. America's economic greatness developed as 
a result of our competitivness and the efficiency and ingenuity it 
produced. An expanding economy cannot be maintained long when bound 
by the chains of protectionism. 

This country and this administration must take a firm stand now 
or face a period of extended and painful trade disruption in the years 
ahead. 

As with the Carter-Mondale grain embargo, the consequences of the 
new country-of-origin regulations will be an unfair burden on American 
farmers. History shows that our trading partners will not stand 
quietly by as the United States restricts their access to our markets. 
Retaliation is nearly guaranteed, and the brunt of it will fall on 
agriculture. 

One of the nations affected most by the new textile regulations 
will be the People's Republic of China. In 1980, 1981, and again in 
1982, the PRC was the largest importer of OS wheat. Under a 1980 Long 
Term Agreement, China has contributed $8.31 billion to US export 
receipts from wheat and corn in the last four and one half years. 
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China has demonstrated in the past that it will link restrictions 
on textile imports to its OS grain purchases. As I pointed out 
toPresident Reagan in a letter on August 9; last year, in a dispute 
over a US-China textile treaty involving $50 million in Chinese 
textile products, the PRC retaliated by shifting half a billion 
dollars worth of orders for US wheat and other agricultural products 
to Canada, France, Argentina, Australia', and other nations. 

Prior to the announcement of these new regualtions, Chinese 
officials stated numerous times their intention to fulfill the 
agreement for grain purchases this year. The Chinese trade minister 
promised Agriculture Secretary John Block last May that China* would 
also makeup for the shortfall in purchases last year. If now, as a 
result of this unilateral protectionist action on the part of the 
United states, China chooses not to abide by its agreement, $500 
million in grain sales will be lost. Chinese Ambassador Zhang Wenjin, 
in a letter to US 'i'rade Representative William Brock, has stated that 
"The United States Government will bear the responsibility for the 
consequences (of our action)." It would be more correct to say the 
farmers of America will face the "consequences" of this policy. 

The last time such a disput occurred, and that was just last 
year, our wheat sales to China dropped 64%. Is our memory so short 
that we cannot learn from the mistakes of the past? The farmers of 
this country can ill afford the loss of this market. 

Just as we should expect the People's Republic of China to keep 
its agreements to the US, the United States should also keep its word. 
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The new country-of-origin restrictions appear to violate the Nulti> 
Fiber Arrangement of 1973. This arrangeninent governs international 
textile trade and requires members to hold consultations prior to 
policy changes. In making these regulations, however, the US acted 
unilaterally. 

On September 4 in Geneva, Switzerland, Canada, Japan, the Common 
Market, and 28 developing countries demanded the withdrawl o£ the 
regulations. This action occurred at an emergency meeting of the 
Textile Committee of the General Agreement on Tariffs and Trade. 
Sergio Delgado, representing Mexico, stated "The US has violated 
assurances given in the Multi-Fiber Arrangement on textiles." 

It is my belief that textile policy should be set through 
negotiations, not through unilateral actions. 

Finally, the overall effect of these new regualtions on the US 
economy should not be overlooked. In 1981 approximately 57,510 US 
jobs relied on the US-China wheat trade alone. This does not take 
into account the jobs created by grain exports to the many other 
countries affected by the new rules. It is also estimated that each 
dollar of agricultural exports stimulates another $1.23 of output from 
the the US economy. So, in addition to the direct benefits of the 
Chinese trade, around $2 billion of economic activity outside the farm 
sector depends on Chinese grain sales. 

Several other economic consequences should also be considered. 
Without the Chinese grain sales, tax revenue losses and increased 
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federal social expenditures would total over $1 billion. The new 
regulations themselves could cost consumers up to 17% more for some 
clothing items according to one major retailer. Import curbs will 
cost American consumers $4.4 billion this year according to the Retail 
Industry Trade Action Coalition. 

These figures point clearly to the' fact that these new 
regulations are not in the national best interest, and would in fact 
harm our recovering economy. 

In light of the burden the new country-of-origin textile import 
regualtions place on American farmers, the protectionist tilt they 
represent, their violation of the Multi-Fiber Arrangement, and the 
overall adverse economic impact they will have on the US economy, I 
urge you to join me in calling toz the revocation or postponement of 
these regulations. 

Again, I thank you, Mr. Chairman, and members of the committee 
for providing this opportunity to share these views with you today. 
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CmigreM of tfie Vntteb fttaten 

J^oufe of Eepraftntatibetf 

■bttlpinolon. B.C 20315 

Septenber 20, 1984 



The Honorable John C. Danforth 

Chaiman 

Subcoimlttee on International Trade 

Senate Conn It tee on Finance 

SD219 

Washington, D.C. 20510 

Dear Mr. Chaiman: 

Thank you £or the opportunity to nake a statenent about the 
Interim rule8-o£-orlgln regulations Issued August 3, 1984 
pursuant to Executive Order 12475. I think this matter Is 
relevant to the subject of your Subcommittee's hearing earlier 
this week on the state of the U.S. Textile Industry. 

The territory of Guam, the Virgin Islands and American Samoa 
have special economic problems and needs for which General 
Headnote 3(a), TSUS, was established thirty years ago. The 
primary Intent of that statute was to boost the local economies 
of the Insular areas and provide additional Job opportunities to 
local territorial residents. Recently the Commonwealth of the 
Northern Mariana Islands (CNMI) , was Included under Headnote 3(a) 
by the terms of the Commonwealth Covenant (PL 94-241). 

I am greatly concerned about the affect of the Interim 
regulations on the territories, particularly on existing textile 
businesses and the relatively substantial employment and revenues 
they generate. These companies contend that the regulations will 
force them to discontinue operations In the territories. 

Further, the regulations appear to contravene the Intent, 
and perhaps the letter, of the Headnote 3(a). That statute has 
been a principal element of the bipartisan national policy of 
developing territorial economies for three decades by giving the 
Insular areas a trade advantage over foreign Jurisdictions. As 
recently as the 1982 Caribbean Basin Initiative legislation (PL 
97-357) , the Congress and the current Administration reaffirmed 
this by Including a provision which raised the allowable foreign 
content In certain Headnote 3(a) products to ensure the U.S. 
territories would not be disadvantaged by the CBI trade 
Incentives. 

In my contacts with members of the Committee for 
Implementation of Textile Agreements (CITA) and their Department 
Secretaries; the Secretary of the Interior, whose Department has 
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responsibility £or federal matters affecting the U.S. insular 
areas through its Office of Territorial and International 
Affairs; and Members of the House and Senate, I have tried to 
highlight the unique position of the American insular areas, in 
relation to both the United States and this current effort to 
stop textile import quota circumvention by foreign countries. 
Headnote 3(a) is a statutory federal effort to help American 
areas. If any change is to be made in the purpose and operation 
of the Headnote, I think this should be done through legislative, 
not regulatory, action. 

For your information, I am enclosing copies of letters 
written by others of our colleagues to members of Administration 
about the territories and the regulations. 

Guam currently has one textile producer, Sigallo-Pac, Ltd. 
In just three years' time, this company has grown sufficiently to 
employ 275 workers, have an annual payroll of approximately $2.5 
million, and be one of the major users of shipping out of Guam. 
These statistics must be considered in the context of Guam's 
small size: an island 32 miles long by 8 miles wide (about three 
times the size of Manhattan); 9,500 miles from Washington, D.C.; 
a population of only 110,000 (plus 35,000 military and dependents 
stationed at the island military bases) ; a workforce of about 
35,000; an economy principally dependent on the U.S. military 
presence or the tourism industry. 

Mr. Chairman, I understand the need to respond to serious 
concerns about textile quota abuses worldwide. But the U.S. 
insular areas are American communities which must receive their 
due consideration. The new rules-of -origin regulations should 
not be applied to the territories. 

Please let me know if I can provide additional information 
to you and the Subcommittee. 




ANTONIO B.^WON PAT 
Member of Congress 



Enclosures 
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Cotqpmw of tlft Vbiiteb iktsM 

20515 



September 4, 1984 



Honorable Donald T. Regan 

Secretary 

Department of the Treasury 

Washington, D.C. 20220 

Dear Mr. Secretary! 

As the Chairman and members of the Congressional Territorial 
Caucus, we ask that you intervene on behalf of American Samoa, 
Guam, the Northern Mariana Islands, and the Virgin Islands with 
regard to the interim effect of the textile regulations issued in 
response to Executive Order #12475, ¥9e are concerned that these 
regulations, scheduled to go into effect on September 7, 1984, 
compromise the intent of General Headnote 3(a) of the U.S. Tariff 
Schedules, which is designed to provide a special incentive for 
economic development in the United States territories. 

Headnote 3(a), TSUS, was enacted to promote improvement in the 
local economies of the U.S. territories and to create jobs for 
their residents. The Congress and successive administrations 
have reaffirmed this intent as a means of moving the territories 
toward economic self-sufficiency. The Reagan administration has 
been part of this effort, as evidenced in the Caribbean Basin 
Initiative (PL 97-357), which included a provision raising the 
allowable foreign content in certain Headnote 3(a) products to 
ensure the U.S. territories would not be disadvantaged by the CBI 
trade incentives. 

The rules of origin tests contained the new regulations nullify, 
the trade preferences created for the territories under Headnote 
3(a). In an attempt to address concerns about textile import 
quota violations, the interim regulations fail completely to 
distinguish the special commitment to the needs and concerns of 
the American insular areas. 
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we ask that th« tarritoriss ba axanpted frcai tha ragulationa 
panding raviaw of thair impact on tha tarrltorial aoonomiaa and 
on this Administration's policy of promoting salf-suff iciancy in 
tha insular araas. Tha tarritories ara U.S. antitias which tha 
fadaral govarnmant is pladgad to protact and support. TO tha 
axtant wa ara inhibitad in our abilitias to stand on our own, a 
liability will ba craatad which will suggaat tha naad for fadaral 
subsidy. 

Givan tha imminant affact of tha taxtila ragulationa this waak, 
wa submit this raquast for your immadiata a t tan t ion. 



Sincaraly, 





POPO i.P. smiA 

Chaicban 

Dalagata, Amarican Samoa 



ANTONIO B. WON PAT 
Delagata, Guam 



^^Dalt 




DB 
Dal^ga'^ta, Virgi 



CpRRAOA 



BALTASAR 

Raaidant Conmissionar, Puerto 
Rico 



Digitized by VjOOQIC 



204 




COMMITTEE ON INTERIOR 
AND INSULAR AFFAIRS «"*«« 

U.8. HOUSE OF H IPWCSP ITATIVEg 
WASHMSTON. D.& 20(16 



September 5, 1984 



Honorable Donald T. Regan 

Secretary 

Department of Treasury 

Washington, D.C. 20220 

Dear Secretary Regan 

We are most concerned about the implications for the territories 
of the United States of interim regulations on textile imports 
issued pursuant to Executive Order 12475 and which are scheduled 
to go into effect September 7, 1984 and October 31, 1984. 

An immediate concern is the impact that the regulations will have 
on existing territorial textile businesses and the relatively 
substantial «nployment and revenues that they generate. These 
companies contend that the regulations will make it impossible 
for them to continue to operate. 

Because of the federal responsibility for the territories, such 
an impact could have consequences for the federal government in 
addition to those which would be created for the economies and 
governments of the territories. 

Our more fundamental concern is that the regulations appear to 
contravene the intent, and perhaps the letter, of the General 
Headnote 3(a) of the Tariff Schedules. The possiblity that the 
standards contained in these regulations will be used to guide 
policy in the future concerning the importation of other articles 
deepens this concern. 

As you know, Headnote 3(a) has been a principal element of the 
bipartisan national policy of developing territorial economies 
for three decades. It was intended to give our territories, 
which are outside the U.S. customs zone, a statutory trade 
advantage over foreign jurisdictions. Such an advantage is 
essential if the territories, as U.S. islands with U.S. costs of 
doing business, are to compete with their regional neighbors. 
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Th« regulations %K>uld •liminat« the Headnote 3(a) advantage on 
textile products which has been a primary incentive for 
territorial production. They %K>uld do this by substituting new 
rules o£ origin tests for those currently applied to territorial 
products under Headnote 3(a). They"%K>uld do this irrespective of 
the extent to which the territories are a factor in existing 
textile quota abuse. 

We understand the need to respond to serious concerns about the 
abuse of textile quota restrictions %iorldwide. But we do not 
believe that new standacds on territorial imports should be 
Imposed until the potential impact on the territories, the 
implications for the continued viability of Headnote 3(a), and 
the relationship of territorial production to quota abuse have 
been evaluated. 

Thus, we request that these regulations not be applied to the 
territories until Congress and the administration have had an 
opportunity to consider these questions. As leaders of the 
connittee of the House with jurisdiction over legislation 
affecting the territories, we will commit to an expeditious 
review of these questions with appropriate administration 
officials. 

Sincerely, 




ANTONIO B. WON PAT 

Chaicman 

Subcommittee on Insular Affairs 



Republi 
Subcommittee on^ 



isular Affairs 



Identical letter sent 9/5/84 to: Secretary of Commerce Malcolm 

Baldridge 

Secretary of the Interior 
William P. Clark 

U.S. Trade Representative 
William E. Brock 



41-003 0-85-14 
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Comraonweslth of the Northern Mtxiuia IiUnds 



WASHINCTON. IXC 20001 iSlK^m^ 7J2«Ma0aj JJMi47 




August 23, 1984 



Honorablo James A. McCluro « 

Chaiman 

Committoo on Enorgy and Natural Rosourccs 

United States Senate 

SD-3S8 Dirksen Office Building 

Washington, D.C. 20510 

Dear Senator McClure: 

.This letter is to register »y grave concern over interim 
textile regulations 49 Ped. Reg. 31248 (Aug. 3, 1984) recently 
issued by the Secretary of the Treasury (0. 8. Customs Service) 
pursuant to the authority of the Agriculture Act of 1956 as 
amended (DSC 1854). If allowed to ta)ce effect as scheduled on 
September 7, 1984, these regulations will deal a crippling blow 
to the developing economy of our small islands, i solicit your 
assistance in finding a legislative remedy to protect the 
fledgling garment manufacturing industry in the Northern Mariana 
Islands. 

In the years since the start of self-government under our 
Covenant with the United States, the Congress and federal 
officials have been exhorting us to wean ourselves away from the 
government-dominated economy left to us by the Trust Territory 
and est^ablish permanent, productive, taxpaying investment and 
employment in the private sectoy. Our first response was to 
accept a major increase in tourism,, at no small rislc to our 
culture and environment, and this has been quite successful. 2t 
is not sound, however, to rely on a single industry, especially 
one so volatile as tourism, as a basis for economic stability. 

With this in mind,. the Commonwealth of the Northern Mariana 
Islands (CNMI) recently too)c the second major step to develop its 
private sector economy. In order to diversify our economy, 
increaee our tax base, and provide new types of jobs for which 
our people could be trained, we actively sought investment from 
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outside th« Conmonw^alth in industries which %#ould be entitled to 
enter their Ctmi products into the customs territory of the 
United States without duty, as provided under Headnote 3(a) of 
the Tariff Schedule of the United States. This is* 'guaranteed to 
us. by Section 603(c) of the Covenant. In fact, we have gone out 
of our way to mrnkm the CNMI attractive to export iBanufact\irers 
through tax and other incentives. 

In response to our efforts,- and in rel;iance on the headnote 
and on rulings of the Customs Service, three textile companies 
have begun, and others will shortly begin manufacturing 
operations on Saipan. These are generally Xmerican-owned , with 
some minority- foreign participation. Already, the new Jjidustry 
has created about 300 new taxpsying jobs in the private sector. 
Of these, some 70 are already being filled by newly-trained local 
residents, and local employment is expected to reach 100 before 
the end of the year. We expect this upward trend to continue, 
both in absolute terms and in proportion to our growing 
industrial %iorkferce. The new plants have already paid over 
$100,000 into the Commonwealth Treasury, and current projections 
indicate that the companies should, generate $500,000 in revenues 
annually to the Commonwealth at current levels. 

The new regulations would nip this new industry in the bud. 
The regulationp change the definition of "substantial 
transformation* to make it far more restrictive. In .order to be 
considered substantially transformed, and thus a product of the 
Northern Mariana Islands, the article .must have undergone a 
process so profound that it is considered to be a new and 
different article of commerce with a new use distinct from the 
original material. 

The factories in Saipan are not fraudulently sewing labels 
on already assembled garments, or doing pre-shrink washing.- They 
actually sew the garments together and create a whole which is ' 
greater than the sum of its parts. To my knowledge all of these 
operations are in full compliance with currently applicable il aw 
and' regulations. Regardless, the new regulations will. mean that 
these garments may no longer carry the previously-approved label 
identil^ing it as a "Product of the Commoni#ealth of the Northern 
Mariana Islands (USA)" and may not la%ffully enter the United 
States. 
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One irony of the »ltu«tlon is that thtse regulations wsrs 
issued pursuant to -the forsign affairs function" of- ths Onitad 
States and were therefore issued without the normal kinds of 
notice and due process afforded by the Administrative Procedures 
Act (APA) 5 DSC 553, When the people of the Northern Mariana 
Islands approved our Covenant to Establish a Commonwealth of the 
Northern Kariana Islands in Political Union with the United 
States of America (P.L, 94-241) they expected to be treated as 
members of the political family of the United States, not lumped 
in with foreign nations where matters of economic development and 
trade are concerned.. Section 603(a) of the Covenant requires, 
according to the Section by Section Analysis, that "the United 
^^■?** ^* obligated to seek appropriate waivers or modifications 
of its international obligations", including specifically the 
general agreement on tariffs and trade (CATT) , when those 
obligations impede the entry of CKKI products into the United 
States. 

1. believe that these regulations are contrary to the United 
States commitments made in our Covenant and in the United Nations 
Trusteeship Agreement to promote economic development in the 
Northern Kariana Islands. I also question whether they are a 
legitimate exercise of the foreign affairs powers delegated by 
Congress where the Northern Kariana Islands is concerned. In 
light of the fact that the Department of the Interior is without 
a voice on the Committee for Implementation of Textile 
Agreements, I feel that we must look to the Congress for 
assistance in this matter. If we are to believe the Department 
of- Commerce that the foreign affairs function of the United 
States is involved, then we are without the right to petition the 
agency for amendment or repeal of. these rules under the APA. 5 
use 553(e) . • * 

I am informed * that the Senate's Committee on Finance has a 
bill before it that might be an appropriate measure to legislate 
. more equitable treatment for the Northern Mariana Islands and the 
territories and insular possessions in H.R. 3398. I believe that 
all. products of the Northern Kariana Islands which are eligible 
for import into the United States pursuant to 19 USC 1202 General 
Headnote 3(a) should be exempted from the "country of origin" 
restrictions of the new customs regulations. It would mean that 
products of the Nor theri\ Mariana Islands which contain foreign 
materials of a value of less than 50% of their total value could 
continue to bear the label "Product of the Commonwealth of the 
Northern Kariana Islands (USA)" and enter the United States 
market. 
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Snclos«d is. draft language to aceomplith this purpose. Tho 
draft is in tha form bf an amandmcnt to H.R. 3396; however, I 
would like to sea this subject considered by the Committee on 
Kays and Means as well. I understand that the Commit^tee will 
me^t after the House of Representatives reconvenes in 'September 
to consider a broad range of trade measures, including tes^tile 
quotas. While I realize that our difficulties are relatively 
minor, the new customs regulations will increase the deficit and 
1 hope that the Committee will include this. item on its agenda. 

Please let me know if I may provide additional information 
or assistance on this subject. 



Respectfully vours. 



Ud 



Proilifi C. Tenor io 
Resident Representative 



Enclosure 
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Proposed AnendiMnt to B.R. 339B. TrMtMnt of tho Nortborn 
Mariana Z aland s and otbtr ttrritories, posaassion and insular 
araaa of tha Dnitad Stataa in ralation to agraaiMnta liMitina 
ifliports. ' 



Section 204. of tba Agriealtura Act of IMy^ 2B, 195€, 70 
Stat. 200, as anandad by Public Law B7-488, 76 Stat. '104 is 
further aaandad by designating tba existing section as 
subsection (a) of section 204 and adding a' new subsection (b) to 
read as follows t 

(b) For the purposes of subsection (a) of this 
section the Coanonwealtb of the northern Mariana lalands 
and the territories* possessions and insular areas of the 
** United States, not including the District of Colui^ia and 
the Comaonwealth of Puerto tico, shall be considered' to 
be "foreign goTernBents" or "countries". Agricultural 
cduBodities or products nanufactured therefroa or 
textiles or textile products which are grown, 
nanufactureia or produced In the Comonwealth of the 
Northern Mariana Islands and territories, possessions and 
insular araaa of the Onited* SUtes shall enter the United 
States or be withdrawn fron warebonae as follows t 

(1) All such articles which do not contain 
foreign nateriala to the value of aore than 50 
percent of their total value coning to the euatons 
. territory of the United SUtea directly fron the 
Commonwealth of the Northern Mariana lalands and 
the territoriea, poasessions and insular areas, and 
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STATEMBNT OF THE PROGRAMiE OF COWERATIOW AMOMG DBVBLOPING 

COUNTRIES, EXPORTERS OF TEXTILES AND CLOTHIMG TO THE 

SUB-COMMTTEE ON INTERNATIONAL TRADE OF THE SENATE COMMITTEE ON FINANCE 

1. The Prograane of Cooperation anong Developing Countries, Exporters of 
Textiles and Clothing 1/ wishes to refer to the hearing recently conducted 
by the Sub^oonittee on International Trade of the Coonittee on Finance on 18 
Septeober 1984, on the state of the US textile industry under the trade 
agreeaents prograane and would like to subnit the following statement for 
inclusion in the printed record of the hearing. 

2. Trade in textiles and clothing has been subject to a special restrictive 
regiae for over 20 years. At present, such trade is governed by the 
Multifibre Arrangenent (MFA) , negotiated in 1973, renewed twice (in 1977 and 
1981) and the second renewal being valid up to 31 July 1986. This Arrangenent 
allows isporting countries to inpose quantitative restrictions on imports of 
particular textiles and clothing products from particular sources, i.e. 
developing exporting countries or, in some cases. Eastern European countries. 
It constitutes a major derogation from the rules and principles upon which the 
prevailing multilateral system had been built, i.e. unconditional 
most-favoured nation treatment, 'trade based on concMrative advantage and 
preferential treatment in favour of developing countries* trade. 



1/ Programme members arei Argentina, Bangladesh, Brazil, China, Colombia, 
Dominican Republic, Egypt, El Salvador, Philippines, Guatemala, Hong Kong, 
India, Indonesia, Jamaica, Macau, Malaysia, Maldives, Mexico, Pakistan, Peru, 
the Republic of Korea, Romania, Singapore, Sri Lanka, Thailand, Turkey, 
Uruguay, and Yugoslavia. 
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3. The crucial importance of textiles and clothing for the development of 
the developing countries and the growth of the world economy has long been 
recognized. In all of the lower-income countries that have succeeded in their 
efforts at export-oriented industrialization, textiles and clothing have 
initially played a predominant role. The importance of these industries for 
adding value to local raw mater ialSf for absorbing surplus labour and for 
obtaining foreign exchange, has been demonstrated in a wide range of 
developing countries, differing in size* climate, geographical location, level 
of development and system of economic organization. These countries continue 
to depend on exports of textiles and clothing to provide momentum for their 
efforts to industrialize and to achieve faster rates of economic growth. 

4. In an inter-dependent world economy, export earnings from textiles and 
'clothing- serve as a vital source of foreign exchange that enable developing 

countries to in(>ort from developed countries the capital goods necessary for 
their further industrialization. It should be noted, in this context, that 
the developing countries are important buyers of manufactures from developed 
countriesi their imports of "other manufactures* (among which machinery is 
the most important category) increased from $ 25 billion in 1973 to over $ 100 
billion in 1980. This growth took place in a context where the exports of 
textiles and clothing by developing to developed countries rose from $ 5 
billion to some $ 15 billion. The export earnings can also contribute towards 
alleviating the current difficulties being experienced by many textile 
exporting countries in servicing their external debt. 
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5. Whilst it is obvious that both the volmw of international trade and the 
health of the international financial systea stand to gain from buoyancy in 
the textile and clothing industries of developing countries, the nultilateral 
textile regime has consistently expanded in product and country coverage and 
intensified in the restrictive and discrininatory aspects, regardless of the 
prevailing situation of the %#orld eoonony. At present, virtually all of the 
textile and clothing inports fron developing countries # including those that 
supply less than one-tenth of one per. cent of developed country narkets and 
others fall into the category of the poorest countries of the %#orld, are 
subject to a vast and intricate network of restrictions. Such developnenCs 
have inevitably placed the credibility of the Multilateral trading systen, as 
a whole r seriously in question; 

6. Recent developments in the international trade in textiles witnessed a 
sharper deterioration in the adherence of importing countries to the 
principles enunciated in the MFA and the 1981 Protocol of Extension. One of 
the most serious developments in this regard was the application by the 
Government of the United States of additional criteria establishing 
"presumption of market disruption or threat thereof*, which resulted in 
restraints being applied on the basis of a unilaterally determined automatic 
trigger mechanism. The mechanism was announced on 16 December 1983. 

7. It is the view of the developing countries, exporters of textiles and 
clothing, that the above measures are in violation of commitments undertaken 
during the GATT Ministerial Meeting of November 1982, to resist protectionist 
pressures, to give the fullest consideration to the objectives of trade 
liberalization and expansion, to pursue measures aimed at liberalization of 
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trade in textiles and clothing and to adhere strictly to the rules of the 
NFA. They have also caused great uncertainty and undue hardship for trade of 
developing countries, especially for snail suppliers and new entrants, on both 
a short and long-tera basis. Any efforts to es^and trade are likely to be 
frustrated and discouraged in view of the looking calls. This is clearly 
against the spirit and basic objectives of the HFA, particularly Article 6, 
and paragraph 12 of the 1981 Protocol of Extension which specifically provide 
for special and differential treatment for new entrants, snail suppliers and 
cotton producers. 

8. The developing countries, exporters of textiles and clothing, have 
expressed their concern over the aforenentioned neasures at the various 
meetings of the Textiles Coonittee and GATT Council on 19-20 January, 7 
February and 15-16 May 1984. In response* the representative of the United 
States stated at the January meeting of the Textiles Committee that the United 
States remained committed to the NFA, intended fully to abide by their 
obligations under the MFA and the bilateral agreements, and that 
notwithstanding the use of internal procedures, the NFA remained the governing 
framework within which the United States textile trade policy was conducted. 

9. However, contrary to these assurances, the application of the US 
additional criteria has confirmed the serious concerns expressed by the 
developing countries at the January meeting of the Textiles Committee, in 
particular as regards the two following major issuess 

(i) While a strictly literal reading of the United States' announcement 
appeared to suggest that the decision would be applicable to all suppliers 
including the developed countries, in practice the US actions have so far 
been aimed almost entirely at imports 
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fro« developing countries » including new entrants and sMill suppliers. 
Thus the discri«inatory character of the restrictions imposed under the 
MFA has been reinforced by the way in which the US neasures of December 
1983 have been used to discrininate against the developing suppliers of 
textiles and clothing. 

(ii) Although it was stated in the US announcenent that if market 
disruption or threat thereof was not demonstrated, quotas would not be 
imposed, this has not hindered the Administration from making calls *as 
. soon as they have been 'triggered by the quantitative criteria. Indeed, 
this element of automaticity in applying the criteria has certainly 
contributed to the significant number of calls already made. Since the 
announcement of the criteria on 16 December 1983, the United States has 
already issued more than 100 calls on more than 20 developing suppliers, 
affecting a wide range of textile and clothing products. 

10. The serious concern among the developing exporting countries, at both the 
official level and among the producers and traders directly affected, caused 
by the automatic and discriminatory application of the December measures, 
deepened and widened considerably in the last t%#o months because of the 
initiation of legal procedures concerning two additional sets of measures of a 
clearly protective nature, again principally directed against imports from 
developing countries. In the third treek of July countervailing duty petitions 
were filed on practically all textile and clothing products iaported from 
developing countries. The Department of Commerce initiated investigations 
within 20 days of the filing of the petitions. On 3 August new Customs 
Regulations Amendments Relating to Textiles and Textile Products were 
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officially published, vhich will radically transform the existing law and 
practice on the rules of origin applicable to all textile and clothing 
products subject to the HFA/ 

11. The fundamental legal aspects of the new additional measures should be 
viewed in the context of the basic objectives of the MFAs "to achieve the 
expansion of trade, the reduction of barriers to such trade and the 
progressive liberalisation of world trade in textile products...*. These 
objectives were re-iterated in the 1981 Protocol of Extension, which under 
Paragraph 2 statedi *...a principal aim in the implementation of the 
Arrangement is to further the economic and social development of developing 
countries and to Secure a substantial increase in their export earnings from 
textile products and to provide scope for a greater share for them in world 
trade in these products". It should also be recalled that the COMTRJKCTING 
PARTIES, in their Ministerial Declaration of November 1982 undertook, under 
Paragraph 7 (i) "to make determined efforts to ensure that trade policies and 
measures are consistent with GATT principles and rules and to resist 
protectionist pressures in the formulation and implementation of national 
trade policy... and also to refrain from taking or maintaining any measures 
inconsistent with GATT and to make determined efforts to avoid measures which 
would limit or distort international trade" and in paragraph 7 (vlii) "to 
examine ways and means of, and to pursue measures aimed at liberalizing trade 
in textiles and clothing, including the eventual application of the General 
Agreement, after the expiry of the 1981 Protocol extending the Arrangement 
Regarding International Trade in Textiles (UFA), it being understood that in 
the interim the parties to the Arrangement shall adhere strictly to its rules". 
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12. Before examining in more detail the basic legal aspects and the 
inf>lication8 of these two additional sets of protective measures. He should 
like to highlight a few facts of the economic setting relevant to the 
examination of the protective measures which have been taken. It has to be 
admitted that there was a strong rise of US imports of textiles and clothing 
during the course of 1983 and the first half of 1984 in percentages, i.e., in 
relative terms. Tliis, however, can hardly be considered a sufficient 
justification for the imposition of new restrictive measures that violate the 
letter and the spirit of the UFA and of the Protocol of Extension, for the 
following reasons: (i) Hie base period to which these comparisons refer, 
namely 1982, was a period in which the level of imports was quite depressed. 
In fact, taking a longer-term perspective it is worth noting that between 1973 
and 1982 the level of total imports actually declined in volume by 5 per cent 
while consumer expenditure on clothing had expanded by more than 40 per cent 
in real terms i (ii) Even if in relative terms total imports did increase 
faster than consumption in the second half of 1983 and the first half of 1984, 
in absolute terms - and this is a much more relevant indicator - the bulk of 
the vigourous expansion in consumption continued to be covered from domestic 
production, llierefore, the over -emphasis on import growth in relative terms 
as an argument for the imposition of protective measures can be quite 
misleading. 

13. Furthermore, it has to be emphasized that in 1984, to an even greater 
extent than in the preceding years, the volume of imports from the developing 
MFA suppliers have increased much less rapidly than those from non-restricted 
sources. It can be seen from the annexed chart, that during the first seven 
months of 1984, as compared with the corresponding period of 1963, US imports 
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of textiles and clothing from the non-restricted suppliers have risen by 80 
per cent (in square yard equivalent) at least twice more rapidly than imports 
from the developing NFA suppliers. The growing discrepancy between these two 
growth rates certainly reflects the discriminatory nature of the trade 
measures directed against imports from developing countries. 

14. A more general observation has also to be made. If in a period of slow 
or stagnating demand, as in the period prior to the second extension of the 
NFA, a rise in imports was to be considered an element relevant to the 
recurrence or exacerbation of a situation of market disruption, one could at 
least expect that the principles and rules of the NFA would be respected in a 
period of buoyant demand. The more so if one considers the serious 
balance-of-payments and domestic adjustment problems faced by most developing 
countries reflecting, inter alia , falling commodity prices and high rates of 
interest. 

15. We would like to examine, in more detail, the two additional sets of 
protective measures in the light of commitments undertaken by the United 
States in international agreements. The Customs Regulations Amendments 
Relating to Textiles and Textile Products dealing with the Rules of Origin as 
well as the investigations on the countervailing duty petitions, conflict with 
Article 9il of the NFA which states "In view of the safeguards provided for in 
this Arrangement the participating countries shall, as far as possible, 
refrain from taking additional trade measures which may have the effect of 
nullifying the objectives of this Arrangement". They also violate the 
provisions of Paragraph 5 of the Protocol of Extension which stipulates t "It 
was agreed that any serious problems of textile trade falling within the 
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earnings. They were obvioualy another reflection of the strong and increased 
protectionist pressures exerted by the US textile and clothing industries, 
translated into additional protective measures since December 1983. 

21. As with the case of Country of Origin regulations, the investigations 
which followed the filing of the countervailing duty petitions are again in 
conflict with Article 9 of the MFA, with the Paragraphs 5 and 23 of the 
Protocol of Extension, lliey also infringe upon the standstill commitments 
taken in paragraph 7 (i) of the Ministerial Declaration. In this context, 
when deciding whether a petition, once filed, is legally sufficient it should 
include in its considerations the compatibility of the investigations with the 
commitments undertaken by the United States in international agreements, both 
multilateral and bilateral. 

22. Even if the Department of Commerce does not reach an affirmative 
determination leading to the imposition of countervailing duties, the 
investigations are in themselves impediments to trade, in view of the 
harassment, deterring effects and costs involved. In this case, these 
impediments are of an even more serious nature given the scope and intensity 
of the measures envisaged, already referred to. 

23. If, as a result of the investigations, the Commerce Department reaches an 
affirmative final determination and countervailing duties are imposed, they 
would constitute trade restrictions additional to those imposed under the 
MFA. Hius, for the products already restricted under the MFA the exports of 
the developing countries would be doubly jeopardized. 

24. The developing countries, exporters of textiles and clothing considered 
these measures as discriminatory and designed to harass and restrain 
legitimate trade for domestic political reasons. They have called on the 
United States authorities, in a press statement issued in early August, to 
resist the countervailing duty petitions, to withhold implementation of 
country of origin regulations and to afford adequate opportunity for prior 
bilateral consultations with affected trading partners, with a view to seeking 
satisfactory solutions to such problems as might exist. 
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25. Despite the expression of such concerns by the developing exporting 
countries, the United States authorities have accepted the countervailing duty 
petitions and initiated the investigations accordingly. Furthermore, only 
very limited exemptions from the application of new country of origin 
regulations were decided, which are of little or no use to exporting countries 
and in no way address the substance of the problem. 

26. These actions were taken simultaneously during a period of intense 
political pressures in the United States. Moreover, in the case of the 
countervailing duty investigations, they are of a discriminatory nature given 
the fact that they are directed against developing countries which do not 
qualify, under the US legislation, for an injury test. The situation, as 
described, clearly reflects politically motivated harassment of trade. 

27. In these circumstances, it is the unequivocal view of the developing 
countries, exporters of textiles and clothing that the operation of the MFA is 
being seriously undermined, the international trading environment is being 
further deteriorated, and the timely implementation of the GATT Work Programme 
will be impaired. 



Digitized by VjOOQIC 



227 



Imports of Textiles and Clothins 

from Mon-Res trie ted Suppliers and from LDC HFA Suppliers 

into the United States, in 1984 a/ 

Percentage chanRe over the corresponding month in 1983 
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a/ Derived from data in square yard equivalent. 

Source : American Textile Hanufacturers Institute, 

Washington, Textile Import Trends , various issues. 
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U. S. Council for an Open World Economy 

INCOSPOSATBD 

7216 Stafford Road, Alexandria, Virginia 22307 
(202) 785-3772 

8tat«Mnt msliRittad by David J. Stainberg, Praaidant, U*8* Council 
for an Opan World Bconany, to the Subcoandttaa on Intarnational 
Trada of tha Sanata Ccnnittaa on Pinanca in a haaring on tha 
•tata of tha U*8. taxtila induatry undar tha trada agraaaanta 
program. Saptanbar 18, 1984 

(Iha U.8. Council for an Opan World Bconoay ia a privata* non- 
profit organization angagad in raaaarch and public aducation on 
tha aarita and prdblona of davaloping an opan intarnational acon- 
oaic ayatan in tha ovarall national intaraat. Tha Council doaa 
not act on bahalf of any "apacial intaraat".) 

Thia hearing, lika all othar haaringa that hava daalt in 
aoBM dagraa with tha atata of tha U.S* taxtila induatry, foeuaaa 
on tha axtant to %«hich import eontrola on taxtilaa and apparal 
aquitebly protect tha intareata of U.S. buainaaaea and worker a 
producing or aalling auch producta, particularly thoae buaineaaea 
and workera engaged in manufacturing auch gooda in competition 
with importa. While auch an aaaaaamant ia uaeful and indeed 
important, it doaa not maaaura up to the kind of inquiry that 
beat addraaaea the problema and needa of thia major U.S. induatry 
in the context of the needa and objactivea of the nation aa a 
whole. 

Through one kind of textile import control or another, we 
have had a textile trade policy for nearly 30 yeara, but never 
a coherent, eomprahenaive, textile policy in the overall and 
moat enlightened aenae. Hor ia there any evidence that the 
formulation of auch an overall policy — auch a textile-and^ 
apparal redevelopment atrategy — ia in the making. To the 
extent that govarnmint aaaiatance of any kind ia juatif iabla 
for thia induatry, it ahould take the form of auch a atrategy. 
Import control in acme degree migfctbe eaaential to buy time for 
auch an initiative, but auch trade reatraint ahould be temporary 
and only a laat-raaort component, not the permanent fixture that 
ii^port eontrola appear to have become. A definitive free-trade 
pramiae (planning for the ultimate removal of trade barriara) 
ahould be factored into auch a atrategy, and firm, explicit 
commitmenta ahould be forthcoming from management and labor 
aa well aa govarnmant on thinga that need to be done to enaure 
the aucoeaa of auch a policy. Government* a involvement ahould 
include reaaaaaamant of all atatutea and regulationa materially 
affecting the induatry 'a ability to adjuat to new and rapidly 
changing international economic realitiaa. Any inexeuaable 
inequitiea ahould be corrected forthwith. 
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Our Council appears to ba tho only advoeato of such policy 
rofom. To restrict or not to restrict imports — and, if raatric- 
tion, than bow Huch — is not tha mum and aubatanea of oar Council 'a 
attantion to tba U*8* tasctila-and-apparal induatry. Wa ara con- 
camad witb tba raal problaaM and naada of tba paopla and c oa i 
■nnitiaa tbat ara dapandant on tbia induatry in ona way or anotbar 
— a concam caat in tba fraaawork of concam witb tba naada and 
aapirationa of tba Aaarican aconoaiy aa a %«hola* Wa nota witb 
ragrat tbat tbaaa diaanaiona of tba taxtila-and-apparal iaaua 
ara naglactad no laaa by otbar advocataa of f raar world trada 
tban by tboaa wbo dafand raatriction of taxtila-and-apparal 
i^porta. 
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Statement Before the Sub-Committee on International 
Trade, Committee on Finance, U.S. Senate 

National Knitwear and Sportswear Association i 

386 Park Avenue South | 

New York City, N^.Y. 

SUMMARY 

The National Knitwear and Sportswear Association, representing 
more than 450 member companies, submits testimony for the record 
to make the following points: 

!• Register stsong concern about the continuing erosion of the 
domestic apparel manufacturing base by imports from very low wage 
countries and from countries whose economies are state 
controlled. 

2. Technology does not appear to offer any means of offsetting 
the wage gap which $.16 per hour generates in the apparel field. 
Knitting technology has advanced, and American producers have 
made substantial investments in the latest computer controlled 
electronic equipment, but the pricing and wage policies of the 
Far Bast and other developing areas cannot be overcome in most 
knitwear products. 

3. The present surge of imports, despite a brief period of 
increased action under the bilateral agreements based on the MFA 
strongly suggests that fundamental improvements in the MFA 
structure are needed if the U.S. industry is to remain viable. 

4. The NKSA strongly supports the recent rules of origin 
regulations and believes they represent a step toward better 
enforcement of existing agreements and existing law. They will 
not, by themselves, bring about lasting change in the import 
situation, but will make the practice of quota evasion more 
difficult. 

5. Government policy on textile and apparel imports needs to 
be stated more* affirmatively and clearly in the interests of 
preserving more than two million production jobs in a crucial 
labor-training sector of the economy. Industry must know whether 
to invest for the long pull, or whether to interpret recent 
import surges and hints of further concessions to some countries 
in the Caribbean as a signal of official indifference. Policy 
formation on such matters as the Caribbeah Basin must reflect the 
fact that the government has not reduced giant quotas held by 
several Far East countries, and has not rolled back unfilled 
quotas in many countries. 

6. The import situation must be controlled to prevent further 
growth of textile and apparel imports, either through revision 
of the MFA or through legislative means.- As an immediate measure, 
must be expanded to cover all textile products, regardless of fiber 
content. 
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TESTIMONY OF SETH M. BODNER, EXECUTIVE DIRECTOR, 

NATIONAL KNITWEAR AND SPORTSWEAR ASSOCIATION I 
386 Park Avenue South ' 

New York City, N.Y. 10016 

Mr. Chairman, I am Seth M. Bodner, Executive Director, National 
l^itvear and Sportswear Association, a national trade association 
of manufacturers and related groups representing producers of 
knitted outerwear, including sweaters, knit dresses and shirts 

and sportswear of all types. Our association has some 450 
regular members, most of whom are manufacturing companies, and 
300 additional associate members in the fiber, yarn, machinery 
and related fields. 

I am pleased to have this opportunity to bring to this * 
Committee's attention some of the concerns of our portion of the 
textile and^ apparel industrial complex. I am also going to liake 
the liberty of suggesting some courses of action which might be 
explored in the interests of improving the economic well being of 
our industry and its workforce. 

We are vitally concerned with, and fundamentally threatened 
by, the pressure of imports from low wage and state controlled 
economy countries. Like many other manufacturing industries in 
the United States, America's knitwear producers have found 
themselsves and their markets confronted with a degree of 
competition which no available or forseen technology can 
overcome . 

Fundamentally, that competition is based on the unlimited 
availability of cheap labor in other countries, most notably 
those of the Far East. This cheap labor — $.16-. 18 per hour in 
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China and Sri Lanka* These low wages, closely matched elsewhere, are 

combined with a lack of labor standards and working conditions 
legislation which further reduce basic manufacturing costs and 
together f permit the production of apparel on terms which 
cannot be matched here. Obviously, many of these factors would 
be prohibited by law in the United States. 

America's knitwear manufacturers have adopted new 
technology— much of it imported — and have applied modem 
manufacturing methods to their work. We have taken advantage of 
duty-suspension legislation to acquire computerized electronic 
flat knitting machines, and we have installed other production- 
improving systems. But the wage and labor practices. or 
standards gaps are too great to overcome with available 
technology. Further, these are often coupled with lower raw 
materials prices than are available in the United States. 

And too often, the commercial coup de grace is added by the 
practices of political pricing and evasion of established quotas. 
The latter have achieved partjifcular notoriety of late as a 
result of the issuance of new country of origin rules by the 
Customs Service, acting pursuant to direct Presidential and 
Congressional authority. 

The evasion practices addressed in those regulations 
have but one purpose — defeat of the entire system of 
international bilateral agreements by which the United States 
attempts to bring about orderly marketing conditions for textiles 
and apparel. 
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Last year, these factors combined to help imports of the 
major products of our industry exceed one billion garments. 
And that figure does not include similar products made with 
fiber blends developed to fall outside of the international 
textile agreements. 

Imports of sweaters made with the fibers covered under the 
MFA, reached a record* level of 175,000,000, or fourteen and one 
half million dozen, excludiog infants sweaters brought in as 
parts of childrens sets. Knitted shirta amounted to 398,628,000 
garments, and knitted headwear imports reached 

Mr. Chairman, imports are rising in 1984* Total apparel 
imports through July of this year are up more than 28% over the 
comparable months of 1983. A table on these imports, their 
growth during the past few years, and their penetratilon of the 
U. S market is attached. This penetration continues to advance. 

In addition to the principal product areas covered by the 
MFA, that is products of cotton, wool and man-made fibers, 
and blends which are principally of those fibers, nearly seven 
million dozen garments of non-MFA covered fibers have entered 
during the first seven months of 1984. Of these, 3. 8 million dozen 
were knitwear items, the product of a truly stirring combination 
of greed and imagination. 

The MFA and the bilateral agreements stucture built upon it 
are, like Humpty-Dumpty, falling off the wall . The drum beat 
criticism of quota "calls" and new rules of origin by the retail 
and importing communities obscures the harsh ^V 
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fact that the MFA is not providing adequate protection for 
domestic industry or its workers. It is not establishing orderly 
markets for world trade or for United States trade in textiles 
and apparel. Indeed, the combination of existing tariff and quota 
programs has not been adequate to keep pace with the imagination, 
speed and daring of the importing community, nor with the demand 
of the retail community for merchandise which can be bought low 
and sold high. 

All the forces of the Committee for the Implementation of 
Textile Agreements, its policy-making superiors and its 
enforcers, the U.S. Customs, have not been able to keep the 
humpty-dumpty of MFA based restraints together. The MFA 
egg is cracking from the blows of evasion, transhipments, 
outright criminal fraud and the manipulation of every part of 
the textile producing process to avoid controls and bring into 
the market place the cheapest-first-cost- highest-mark-up- 
potential garment or product possible. 

In addition to these pressures, we are faced with the 
natural demands of the developing countries to seek a place in 
the world's largest integrated apparel market. 

American consumers, , American workers and firms 
will continue to pay a heavy price if the apparel and textile 
import situation is not corrected. Either the MFA must be 
restored to a high degree of effectiveness, or some other 
mechanism mut be developed which will assure the preservation of 
the American fiber, textile apparel structure. 
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Make no mistake about this point, American consumers 
benefit most from the maintenance of a strong domestic textile 
and apparel industry. As this industrial complex shrinks, it 
loses the ability to provide effective domestic competition and 
an alternative resource for American retail establishments. 
Deprived of that resource, the very firms which now rush to 
import will confront foreign controlled supply, higher prices 
and an altogether different business environment than they might 
have anticipated. They will also be short some of the customer 
buying power of the more than two million Americans who make 
their living producting America's textile products. 

This erosion is taking place already. Do not look solely to 
the stati;ftics. Consider your own experience. Take a field trip. 
Go Shopping. 

Mr. Chairman and members of the Committee, go and see for 
yourselves how difficult it can be to find American apparel 
in the, stores. If you can't, neither can other consumers. Will 
your preference then be to buy imports, or will that be a result 
of simply not having the time to search and search for American 
goods? The consumer, especially the time-pressed career woman or 
child-rearing housewife, far from dictating to the stores what 
she shall buy, is much more their prisoner in having to deal with 
the choices they have made. Having made the import choice, the 
retail outlets are putting themselves on the road to becoming the 
prisoners of the overseas suppliers. 

These retail choices are dictated by a basic profit motive. 
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which in turn has led to a global search for merchandise 
available on a wholesale basis to the retail store at prices low 
enough to ensure a very large mark-up and higher resulting 
profit. Take a look at recent import volumes and rising retail 
profits and consider for yourselves whether importing has not 
paid for the stores, even if it has not so much helped 
American consumers. The difference between prices paid by 
retailers for the imports they buy and the prices they charge 
American consumers is appearing in those retail industry 
and importer profit figures* It is not being passed through to 
American consumers. 

A recent article in Newsday quoted Hong Kong businessmen as 
saying that a sweater sold to an American retail store from Hohg 
Kong went at $8.00 and was sold to the U.S. consumer for between 
$35.00 and $40.00. Such mark ups abound. Bear in. mind, when the 
retail witness speaks of a 50% mark up, what he really means, by 
ordinary arithmetic standards, is 100%. Buying -^t $10 and 
selling at $20, he refers to a 50% mark-up, meeming that 
50% of the final selling price was mark-up. That is the so-called 
"keystone" mark-up. In these days of import selling, it is not 
uncommon to see goods move at four and five times their cost to 
the retail store. 

With these mark-ups in view, defeating the quota system has 
become a game of high stakes. Modern communications and 
transportation make possible the rapid exchange of design and 
production information, and loophole ridden quota and tariff 
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programs make possible a degree of exploitation not hitherto 
dreamed of. And we are not yet at the end of this process. 

In the words of one attorney engaged in the field Customs 
practice, after he described advising clients to put female 
buttons on male sweaters and vice versa to change 
classifications and avoid quota or embargo problems, such 
manipulation of the system brings, "What I call sex and violence" 
to Customs practice. To domestic knitwear manufacturers, it 
sounds more like fraud. 

And there have been prosecuted examples of more blatant 

corruption and fraud affecting quota administration and the 

Customs Service, cases uncovered by the Service — to its 

nonetheless 
credit — but. solid examples of criminal activities affecting both 

the collection of duties and the evasion of the quota system. The 

large dollars involved in this trade add an element of potential 

corruption which only the blind can ignore. 

Recently, the Customs service issued new regulations 
concerning the movement of goods to the market, and the 
determination of the appropriate country of origin for imported 
• textile and apparel products. Instructions to the field for the 
operation of these regulations shed some light on the 
background. This memorandum was included in a recent court 
filing challenging the new regulations. As an official statement 
of the nation's front line law enforcement officers for trade 
matters, it is worth pondering. 

The Customs Service ha s identified textile importations as an 
area of consisten t and persistent fraudulent abuse of quotas and duty 

orte^ilfis-"*'^"^^''^ examinations at the port of arrival for all shipment 
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Similarly, the statement accompanying these rules an^ 

regulations in the Federal Register offers insight into the 

beliefs of the federal officials most directly concerned. They 

said, in part, 

" ...in recent months the U.S. Customs Service has 
been faced vith an ever increasing number and variety of 
instances where attempts have been made, either intentionally 
or otherwise, to circumvent the textile import program." 

Also, Mr. Chairman, the committee should be familiar with 

the hearings and testimony developed by Mr. Dingell in the Hoiise 

of Representatives. The tariff and quota enforcement problems 

identified there are not new, nor are they the fault of a 

particular administration. But they have expanded with apparent 

geometric progression. Indeed, the cries of anguish from the 

importing and retail community not only are lacking in 

justification under the circumstances, they strongly suggest that 

the problem was greater than anyone knew. The shoe has pinched. 

Furthermore, Mr. Chairman, the recent import figures give 

the lie to any notions of shortages of merchandise for holiday or 

subsequent seasons. Imports through July are at record levels, 

the government has deferred the effective date of the new 

expdrts made on or before 
regulations until^October 31, and we have no doubt that the 

and November 
August, September, October^apparel arrivals will be very 

large. Consumers will find plenty of goods, and there is no bassis in the 
^uota program on which they should expect to find significant price* 

icreases on imported goods. 

Hong Kong complains, and even China growls, but any apparel 
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In suRunaryf the present system vas sending an unmistakable 
signal to many apparel manufacturers based in the United States. 
The signal was that U.S. government policy in fact, if never 
in vordf vas to transfer the industry's apparel manufacturing 
activities off shore. Put more kindly, it was to stand by while 
the industry transfers itself off shore. But the new rules of 
origin regulations, and the recent efforts to crack down on 
customs fraud through Operation Tripwire are beginning to sound a 
more encouraging note. Nevertheless, the record is not inspiring# 
and the industry waits, watching each move with skepticism and 
concern. 

Lax enforcement of bilateral agreements, schemes to expand 
imports from the CBI countries without corresponding reductions 
in the massive quotas already held in the Far East, refusal to 
give serious consideration to regional or global restraints on 
even the most heavily impacted prqducts, and finally, an apparent 
reluctance by Cabinet level officials to defend in public the 
actions they have taken on behalf of the domestic industry and 
its workers all seitd discouraging signals. 

There is little evidence in official comments, speeches or 
actions that those in authority truly understand the 
importance of this fiber, textile and apparel industry to the 
economy, to the training and development of our people, and to 
the ability to support the premier international political role 
for the United States which has been central to American foreign 
policy since World War II. 
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This industry is vital to national security in the 
most fundamental ways. It will not survive current pressures 
vhich compel short term decisions to manufacture in cheap labor 
countries in order to compete with imports from cheap labor 
countries which appear to be running essentially out of control, 
vrhen manufacturers of* apparel in America decide to become 
marketers of overseas made apparel to Americans, America loses. 

Sector -by-sector the industry has been weakened; in some cases all 

but destroyed. Even now, textile manufacturers scr2uxible to leave the 

elusive 
apparel fabrics business for the^safe harbor of hone furnishings, 

but can that work, even for them? VHien others comment about 

conditions in the sweater industry, where more than 60 % of 

consumption is imported, it is not only out of concern about the 

lost opportunities for garments, yam and fiber that these 

imports represent, it is out of concern that the same process not 

be repeated elsewhere in the industry. 

vrhat can be done? 

1. Government, and particularly the Congress, can tell the 
• domestic industry and its workers that maintenance of the 

domestic fiber-textile-apparel industrial base is national 
policy. There must be a halt to further growth in textile and 
apparel imports. 

2. The policy will be carried out through negotiated 
agreements if possible, but unilaterally if not. 

3. To the extent that international political circumstances 
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must dictate particular settlements with particular countries, 
those will not come at the expense of further penetration of the 
U.S. market. If necessary, other agreements will be adjust[ed 
downward, especially those of the very largest suppliers, and 
those which have been unfilled. 

4. The MFA must be revised to conform with the conditions of 
trade today — high volatility, rapid exchange of technical and 
fashion information, difficulty of enforcement, and the slowing 
of growth in basic markets in the industrialized importing 
countries. United States negotiators must seek appropriate 
changes in the MFA which will assure the ability of the United 
States as an industrial country to carry out the basic policy 
commitments set out above, 

5. Textile products not now covered by the MFA must be 
brought into its framework without delay. This can be done 
through negotiation, and/or by legislation. Authority presently 
exists to negotiate agreements on these products, (Section 204 of 
the Agricultural Act of 1956, as amended.), but it is doubtful 
that unilateral controls can be festablished thereunder in the 
absence of negotiated agreements. This lack of back-up authority 
is likely to make negotiations difficult and costly, if not 
impossible. The dramatic growth of the end-run-non-MFA trade 
compells action on both the legislative and negotiating fronts. 

No doubt other steps can be devised. But these represent 
feasible starting points. 

On behalf of our industry, I thank the Committee for 
receiving these comments. 
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RUnOMAL Mr 

Nw Yofli. M.Y. H0» 



KNITWEARS S5SS~""" PRESS 

SaSSS INFORMATION 



For Wi lOTiK STATEMENT OF HK8A POLICY ON IHTERNATIONAL TRADE 

The Board of Directors of the National Knitwear and Sportswear Association 
has adopted the following, policy statement on international -trade. This 
statement will guide Association activities vis-a-vis all governmental and 
other groups concerned with international trade. 

*** *** *** 

In view of the continuous record setting growth and presence of apparel 
imports from low-wage and state-oontrolled-econoiqf countries, and the 
fundamental threat these pose to the continued viability of Aaerioan pro- 
duction, to the jobs of more than one million Americans and tx> the 
hundreds of conmunities in which these jobs and businesses aze loca-ted. 

The Board of Directors of the National Knitwear and Sportswear Association 
;resolves that every practical and legal effort ntust be made liQf the 
Association to prevent further growth 6f knitwear and other apparel Imports 
from low-waged based or state controlled economies , and from companies 
benefitting from subsidies or -other trade practices in' violation of U.S. 
law and/or international- practice. 

The NKSA shall urge the goveJ^olB^t to take account of the heavy penetration 
of imports In certain product mairkets and to' prevent a repetition of these 
conditions in other categories now coming under similar import pressures. 

The NKSA considers that garments produced outside th» Cus tons. Territory "of 
the United, States, including those produced only in part in %he so-called 
Insular possessions, shall be considered iaqports subject to such quota or 
other limitations as may be established. Articles produced under Section 
807 of the U. S.- tariff shall be dbnsidered imported for purposes of polipy. 

To carry out this jpolicy, the NKSA will work with the Executive and 
Legislative branches of government to gain firm, effective negotiated limits 
on Imports of knitwear. and other apparel. It will consider and support 
such additional legal or legislative actions as may from time to time 
aiqpear necessary and iqppropriate to achieve these ends. 

The NKSA shall- demand rigordiis enforcement of quota arrangements now In 
place or to be negotiated, including rational assignment of oountry-of- 
origin for quota purposes, correct labeling of imported and domestically 
produced merchandise, and such further measures as may be needed to fully 
enforce and carry out the purposes of the quota program. In particular, 
the Association shall seek to prevent exploitation of Customs loopholes 
by establishing that the country of origin for knit-to-shape ' garments 
shall, for quota purposes, be the country in which the knltt:lng is per- 
formed, and to obtain clarification of present rules and full enforcement 
thereof so that partial production operations do not disrupt: or undermine 
the import limitations in force under the textile quota agreements. 
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WOMEN'S WEAR DAILY. FRIDAY. SEPTEMBER 14. 1984 
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SOURCES U.S. Department of Coomerce, International Trade Commission 
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INTRODUCTION 



For nearly a quarter of a century UJ5. producers of apparel and textile products 
have enjoyed extraordinary protection from foreign competition. Today, almost 90 
percent of total UJ5. imports of apparel products and 75 percent of textile imports 
are covered by some kind of quota arrangement established by bilateral treaties with 
our trading partners. In recent months, as a resist of new procedures for imposing 
trade restraints on non-quota countries and categories — the "call trigger mechanism" 
established by the Reagan Administration in December 1983 — trade in textile and 
apparel products has become even more difflciit. 

This restrictive administration of the UJ5. textile program harms consumers in 
very tangible ways. As the purchasing agents of UJ5. consumers, retailers have seen 
these effects first hand. Embargoes, unilateral quotas resisting from the "call trigger 
mechanism" and changes in country of origin rules have made the market unpredictable. 

This document details these effects. It is based upon first hand accounts from 
the member-firms of the National Retail Merchants Association (NRMA). Interviews 
with senior merchants of NRMA member-firms were conducted during the spring of 
1984, and the case histories compiled herein apply predominantly to marketing decisions 
made during 1983 and early 1984 for the fall 1984 and spring 1985 selling seasons. 

The data is displayed via "Consumer Effects Statements" which provide a one- 
page summary of each case induding the category of the apparel, the exporting country 
or countries, the cost differences from one year to the next, and a short description of 
the difficulties encountered by the retailer in attempting to source the particular 
merchandise. 

Individual case histories have been grouped into four categories: (1) Those that 
demonstrate how the textile quota system reduces consumer product choice; (2) those 
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that demonstrate how quotas increase consumer prices either because of increased 
"quota charges," so-called "floor prices," or exporting nations "trading up" into higher 
priced lines of merchandise; (3) those that demonstrate how quotas cause the elimination 
of lower priced or "budget" merchandise; and (4) those that demonstrate how quotas 
resist in poorer product quality and less product innovation. In addition Appendix A 
provides some basic data on "quota charges" — the intangible costs associated with 
purchasing the "right" to export products from a foreign country. 

NRMA is composed of 3,700 companies representing approximately 45,000 leading 
chain, department and specialty stores in the United States, and an additional 1,000 
retail firms in 50 nations abroad. Member firms have current annual sales in excess 
of $150 billion and employ nearly 3 million workers. 
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Case Noe 1-003 
Consumer Effects Statement 

Category 446 Country Malaysia/Hong Kong/Italy 

Fiber: Wbol Description: Shetland sweaters qrsymias.) 

OQ8TB PBR linir 

1982 1983 

Country FC LC Quota Domestic Country FC LC Quota Domestic 

Malaysia 4.29 Italy 6.40 

H.K. 6.60 

OOmiKirffSs The increased demand for sweaters has put severe pressure world-wide on 
Category 446. Price increases first became apparent in October 1983 for sweaters purchased 
for fall 1984 delivery. These increases are showing up for retaflers and for domestic importers. 
In the example above, the tight quota situation in Malaysia forced this retafler to seek sweaters 
dsewhere. The Hong Kong price was 53 preeent higher. The retafler got a slightly better price 
in Italy. The high price of sweaters in Hong Kong is the resiit of the UJS. import program 
coupled with increasing demand for these products, and the inability of merchants to find 
comparable goods produced in the UJS. 

FCs FIRST COST including quota costs 

LCs LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA s the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC = The actual or quoted price of a UJS. manufacturer to produce identical merchandise. 
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Case Noe 2-002 
Conumer Effects Statement 



Category; 640 Countryx Taiwan 



Fiber; Acniie Description; Sweaters (glria/infants) 

OQ8TB PBR UNIT 

1983 1984 

Country FC LC Quota Domestie Country FC LC Quota Doroertie 

Taiwan 3.29 Taiwan 4.84 1.25 

3.25 4.79 

OOmiKirffSs The retailer in this example had a long history of dealing with a sin^e Taiwan 
manufaeturcr of girts and infants sweaters. These sweaters sen for between $12.00 and $15.00 
ratal and are relatively detafled garments containing jaequard patterns. In this example, when 
the retailer approached the manufacturer for an order of 2,000 dosen for the faD 1984 selling 
season, the retailer was advised that the manufacturer woidd have to charge 47 percent more 
than the year before. The new sdling price included a $1.25/unit quota charge which represented 
25 percent of the garments* first cost. Moreover the retailer was advised that the manufacturer 
woiid not be able to supply the full 2,000 dozen, but only 1,000 dosen. If these garments coiid 
be manufactured in the United States they would cost, at retail, between $25.00 and $35.00. 

PCs FIRST COST including quota costs 

LC= LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry Cbrokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dotMng. 

DOMESTIC = The actual or quoted price of a UJS. manufacturer to produce identical merchandise. 
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Case Noe 2-004 
Consumer Effects Statement 



Category; 348 Country; Singapore 

Fiber: Cotton Description; Pants (infants/girls/y teen) 

COSTS PBR UMTT 

1983/84 
Country PC LC Domestic Average diffgrenee bet. LC and domestic 



Si]«. (3/6x) 


3.23 


3.92 


6.22 


59% 


(7/14) 


3.6S 


4.54 


7.19 


58% 


(y teen) 


4.08 


5.00 


9.66 


93% 



The retailer placed an order with a proven manufacturer for 3,690 dozen at a 
total first cost of $157,000. The manufacturer canceled the order after it was placed because 
he eoiidn*t obtain a sufficient quantity of "quota" to ship the order at the original quoted 
price. Domestic replacements are dramatically more expensive and delivery dates for domestical- 
ly produced substitutes are in September 1984 — far too late for the fall 1984 selling season 
originally intended. 



PCs FIRST COST induding quota costs 

LCs LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA ' the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC = The actual or quoted price of a U jS. manufacturer to produce identical merchandise. 
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Case No.: 3-001 
ConBumer Effects Statement 



Category 646 Country; Korea 



Fiber; Acryiie Description: Sunday angora sweaters 

[jfirw y teen) 



COSTS PER umr 

1983 

Country PC LC Quota Domestic 
Korea 2.80- 
4.28 

COMMBirrSs The retailer placed orders for 740 dozen at a firtt cost of $35,600. The order 
was cancelled by the manufacturer because he coidd not obtain sufficient "quota" from the 
Korean government to ship the garments. No domestic replacements are available because the 
80 precent acrylic 20 precent nylon yam is not available in the UJB. chfldrens market. The 
retalcr wiU not carry this line of goods in fall 1984. 



PCs PIRST COST including quota costs 

LC= LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA s the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the produeets of doth and dotMng. 

DOMESTIC a The actual or quoted price of a UJS. manufacturer to praduoe tdsntical merehandlse. 
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Case Noe 6-002 
Consumer Effects Statement 

Category: 359 Country; Hong Kong 

Fiber; Cotton Description: Corduroy jumpers Qunlors/girls) 

COSTS PBR UMIT 

October 1983 February 1984 

Country FC LC Quota Domestic Country FC LC Quota Domestic 

14.50 H. K. 13.00 - 6.00 14.50 - 

15.60 (juniors) 15.60 19.00 

8.25 (ave) 
9.25 (ave) 



COMMBIITSs In December, the UJS. government imposed a new quota on category 359 from 
Hong Kong as a resiit of its "caU consultation" trigger mechanism announced on December 
16, 1984. Two examples of what happened to retailers are presented above. In the first 
example, the retailer placed orders for juniors corduroy jumpers in October 1983, at a time 
when there were no quota charges on these goods. As a residt of the call, additional quota 
charges of $6.00 per garment were added to the costs. The additional charge was almost as 
much as the original nrst costs quoted 1^ the manufacturer. The retailer cancelled some of 
the original order and shifted the remainder to Bankok, where the retailer gambled on an 
unproven manufacturer's ability to meet quality and deadine. 

In the second example, the retafler placed orders in October 1983 for 874 doxen girls corduroy 
jumpers at a first cost of $39,000. Jumpers were for fall 1984 selling season. As a residt of 
the UJS. can on the category the order was cancelled. The retailer sought rc^aoements from 
domestic sources at prices 88 to 120 percent higher than the import prices, and with unacceptable 
ddivery dates. As a residt the jumpers were never replaced. 

FCs FIRST COST induding quota costs 

LCs LANDED COST, induding; cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and add by the producers of doth and dothing. 

DOMESTIC - The actual or quoted price of a UJS. manufacturer to produce identical merehandiae. 



H. K. 
Uuniors) 


7.00 ■ 
8.60 


- 80^8 
10.54 


H. K. 
(girts) 


3.62 


4.38 


H.K. 
(girts) 


3.79 


4.58 
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Case Nos 6-003 
Comumer Effects Statement 

Category; 640 Country Korea/Taiwan/Indoncsia 

Fiber; Synthetic Description; Broaddoth Shirts (Boys) 









OOBTB PER UHIT 












Fan 1963 




Fan 1964 




Country 


FC 


LC 


Quota Domestic Country 


FC 


LC 


Quota Domestic 


Korea 


3.00 


4.21 


Korea 


3.73 


5.03 




Korea 


1.98 


2.60 


Taiwan 


2.66 


3.62 




Korea 


2.23- 
2.60 




Indonesia 


2.41- 
3.05 







COmfEims Three separate examples of what happens when prices increase are presented 
here. In the first case, the retailer faced a 19 percent increase as a resdt of increased 
pressure on quotas. In the second case, the retailer was forced by the higher 1964 Korean 
prices to move production to Taiwan. In this example landed costs actudly increased by 29 
percent. 

In the final example, the retailer placed orders in Korea in October 1963 for boys woven dress 
shirts which were intended to be sold during the Holiday, 1964 season. Orders for 5,000 dosen 
were placed. In January, the retailer was advised by the manufacturer that the order coiAd not 
be delivered because the manufacturer did not have enough quota available at the retailer's 
initial price point. The retailer went in search of substitute shirts in Tailand, Singapore and 
Indonesia — countries where the retailer had little prior experience. The order was finally 
placed for 5,000 dozen in Indonesia, at an average first cost increase of 13 percent. In May, 
the UJ3. "calledP* this category, placing a new restriction on its export. The chances are that 
this retailer will not receive these shirts even though he has opened up a guaranteed letter 
of credit, and essentially paid the manufacturer for the goodi. Replacing these shirts with 
domestically produced garments is impossible at this late date — moreover the cost of 
domestically produced garments with equivalent detail and fabric woi4d be much higher. The 
retailer estimates that for the price he paid in Indonesia, he coiAd not even get a basic shirt 
made in the UJ3. 

FC= FIRST COST including quota costs 

LC= LANDED COST,* including: cost of merchandise, quota costs, inland transportation in foreign 

country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right** to export products from the foreign 

country. In Hong Kong, quota is actudly bought and sold by the producers of doth and dothing. 

DOMESTIC = The actual or quoted price of a U j3. manufacturer to produce identical merchandise. 
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Consumer Effects Statement 



Case Noi 6-001 



Cateaoryi 648 


Country! Taiwai 


i/Sinsapore 


Fibers Synthetic 


DeseriDtion; Shorts (jrs/miss/sirls/infants) 






OOBTB PBR UMrr 






1983 




1984 


Country 


FC LC 


Quota Domestic Country 


FC LC Quota Domestic 


Taiwan 
Oiniors) 


3.10- 
3.50 


Taiwan 


4.10- 
4.80 


(misses) 


3.20- 
3.4S 




3.70- 
4.20 


(girls) 


2.75- 
2.91 




3.54 
3.70 



Sing. 



1.50 



Siiv. 



2.12 



COMMBllTBt Taiwan prices increased by 32 to 37 percent for junior shorts, by 16 to 22 
percent for misses shorts, and 27 to 29 percent for girls shorts in just one year. Increases in 
this category were not limited to Taiwan. Similar items purchased in Singapore also increased 
in price by 41 percent. These increases are a resiit of the "floor" prices which governments 
are now charging. With quota levds so tight, the governments of exporting countries are 
attempting to get the roost dollar amount for the quota level available. 



FCs FIRST COST including quota costs 

LCs LANDED COST, indudingt cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA 3 the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually boufl^t and sold by the producers of doth and dothing. 

DOMESTIC s The actual or quoted price of a U j3. manufacturer to produce identical merchandise. 
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Consumer Effects Statement 



Case Noi S-001 



Categqryt 646 



Country; Korea 



Fiber. Synthetic 



Description: Sweaters (girls) 



1963 
Country FC LC 



OOBTB PER UMIT 



Quota Domestic 



1984 
Country FC LC 



Quota Domestic 



Korea 



1.79 



Korea 



3.08 



OOmfBlfTBs Price increase of 72 percent due to Korea's "floor price** system. Floor prices are 
a resdt of exporting countries attempting to "trade up" into higher priced lines of merchandise. 
Trading up is common when goodi are governed by quotas. Because exporters cannot increase 
the number of units they may sell, they attempt to maximize profits by increasing prices. 



FC= FIRST COST including quota costs 

LC= LANDED COST, including: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is aetudly bought and sold by the producers of doth and clothing. 

DOMESTIC = The actual or quoted price of a UJ3. manufacturer to produce identical merchandise. 
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Case Nos 2-003 
ConBumer Effects Statement 

Country: Singapore 


Fiber: Synthetic 


Description; Roll cuff top Ckidi) 


1983 
Country FC LC 


OOBTB PBE UMIT 

Quota Domestic Country 


1984 
FC LC Quota Domestic 


Sing. 1.52- 
1.63 


Siiv. 


2.03 
2.16 



COIIIIBIITBb Prices are up by 33 percent. This represents and increase at retail of between 
$2.00 - $3.00 per garment, and is due to "trading up." 



FCz FIRST COST including quota costs 

LCz LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA 3 the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and add by the producers of doth and clothing. 

DOMESTIC - The actual or quoted price of a U j3. manufacturer to produce identical merchandise. 
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Case Noi 4-004 
ConBuroer Effects Statement 

Category; Country Hong Kong 

Fiber; Descriptioni Wbmens Jacket 

OOBT8 PER UMIT 

FaU 1983 FaU 1984 

Country FC LC Quota Domestic Country FC LC Quota Domestic 

HK 6.00 8.S0 HK 6.90 10.60 

COMMBllTBt Price increased by 25 percent directly as a resdt of tighter quotas. The increase 
in landed cost will translate into a retail increase of about $4.00. Quotes for FaU '85 are 
already much higher (8.00 F.C7 11.50 L.C.). 



PCs FIRST COST induding quota costs 

LCz LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC = The actual or quoted price of a UJ3. manufacturer to produce identical merchandise. 
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Case Noi 1H>02 
Comumer Effects Statement 



Category: 345 Country; Hong Kong 

Flbert Cotton Descriptiom Sweaters (juniors) 













August 1983 


1984 




Country 


FC LC Quota Domestic Country 


FC LC 


Quota Domestic 


H. K. 


3.50 - H. K. 
4.00 


12.00 


5.00 



OOMMBllTBt The 1984 prices quoted to this retailer induded a charge for quota licenses of 
$5.00 per sweater. This represented a 25 percent increase in the cost of quota in just one 
year. Moreover, the $5.00 quota charge is 41 percent of the first costs of the sweaters in 
this example. This charge is completely intangible — it is unrelated to the costs of manufacturing 
these garments and is the direct resdt of the textile and apparel import system. 



FO FIRST COST including quota costs 

LCs LANDED COST, including: cost of merchandise, quota costs, iifland transportation in foreign 
country, duty, coat of entry (brokerage fee), ocean freight, bank processing. 

QUOTA s the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC s The actual or quoted price of a U j3. manufacturer to produce identical merchandise. 
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Consumer Effects Statement 



Cese Noi IHHIl 



Categoryt 639 



Country: Korea 



Fibert Man made 



Description; Knit blouses (|rs7miss,) 



O08T8 PER UMIT 

1983 1984 

Country FC LC Quota Domestie Country FC LC Quota Domestic 

Korea 1.35- Korea 3.00 

2.70 

COmfBlfTBs 47 percent price increase in one year, as a resdt of the Korean "floor price** 



PCs FIRST COST ineludinff quota costs 

LCs LANDED COST, including: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and clothing. 

DOMESTIC = The actual or quoted price of a UJ3. manufacturer to produce identical merchandise. 
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ConBumer Effects Statement 



Case Noi 5-<M>3 



Category; 340 



Country Hong Kong 



Pibert Cotton 



Descriptiom Wwren sportshirt CBoys) 



OOBTB PER UMIT 

1983 1984 

Country PC LC Quota Domestic Country PC LC Quota Domestic 

HK 4.30 .50 HK 6.90 2.00 

OOMMBllTBt As a resdt of the 75 percent increase in quota charges the first costs of these 
garments increased by 60 percent in one year. 



PCs PIRST COST including quota costs 

LCa LANDED COST, indudingt cost of merchandise, quota costs, inland transportation In foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA s the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothiiqf. 

DOMESTIC « The actual or quoted price of a U j3. manufacturer to produce identical merchandise. 
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Case No: 5-004 
Consumer Effects Statement 

Category 347 Country; Hong Kong 

Fiber; Cotton Deacriptiom Panta (boys) 

OOBTB PER ulirr 

1983 1984 

Country PC LC Quota Domeatie Country FC Lg Quota Domeatie 

HK 5.5S .20 HK 8.30 2.00 



As a resdt of the 900 percent increase in quota charges, the first costs of this 
merchandise increased by 50 percent from one year to the next. 



FC= FIRST COST induding quota costs 

LCs LANDED COST, ineludii^ cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothii^. 

DOMESTIC s The actual or quoted price of a U j3. manufacturer to produce identical merchandise. 
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ConBumer Effects Statement 



Case Not 6-005 



Category 645 



Country; Korea 



Fiber. Aqryiic 



Deacriptioni Sweaters (boys) 







OOBTB PER UMIT 












FaU 1983 


FaU 1984 




Country 


FC 


LC Quota Domestic Country 


FC 


LC 


Quota Domestic 


Korea 


2.75 


4.83 Korea 


3.71 


6.25 




Korea 


3.33 


4.80 Taiwan 


3.70 


5.20 





COmfBlfTBs Two retailers responded differently to the increases in prices in the Korean 
market for boys sweaters. The first retailer purchased sweaters at a 29 percent increase in 
landed costs. The second retailer moved purchases to Taiwan at an increase in landed costs of 
8 percent. 



FC= FIRST COST induding quota costs 

LCs LANDED COST, including: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA =: the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and clothing. 

DOMESTIC - The actual or quoted price of a UJ3. manufacturer to produce identical merchandise. 
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Case Noi 3-002 
Consumer Effects Statement 

Category: Country: Hong Kong/China 

Fiber: Description; Baseball jacket (boys) 

OOBTB PER ulirr 

1984 delivery 1985 delivery 

Country FC LC Quota Domestic Country FC LC Quota Domestic 

China S.90 11.75 China 6.40 

H.K. 7.95 1.82 

COMMBllTBt Spring *84 program booked In China because of price. Although the Spring 85 
price from China is better than from Hong Kong, delivery was not available until 1/1/85 — too 
late for this retailer's spring selling season. The retailer placed the orders In Hong Kong 
which resisted in a 35 percent price increase. 23 percent of the first costs were for quota 
charges alone. The domestically produced jacket does not Include the same knit rib inset at 
the armhole which is available on the import. 



FC= FIRST COST including quota costs 

LC= LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actudly bought and sold by the producers of doth and dothlng. 

DOMESTIC - The actual or quoted price of a U j3. manufacturer to produce Identical merchandise. 
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Case Nos 5-OOS 
Consumer Effects Statement 

Category; Country; Hong Kong 

Fiber; Description; Wttking shorts (mens) 

OOBTB PER UMIT 

1983 1984 

Country FC LC Quota Domestic Country FC LC Quota Domestic 

HK 4.82 .96 HK 5.84 tJ&O 

COMMBllTBt Because of a 160 percent increase in quota charges for this category the price 
of these items increased by 21 percent. 



FC= FIRST COST induding quota costs 

LC= LANDED COST, induding; cost of merchandise, quota costs, iiiiand tranportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, banic processing. 

QUOTA s the costs associated with purchasing the "righf* to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dotMng. 

DOMESTIC s The actual or quoted price of a U j3. manufacturer to produce identical merchandise. 
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Case Noe 1-004 
Consumer Effects Statement 

Category; 341 Country: Hong Kong 

Fiber: Poiyeeter Description: Budget woven faiouaes 









OOBTB PER UHIT 








1983 purchases 


1984 quotes 




Country 


FC 


LC Quota 


Domestic Country FC LC 


Quota Domestic 


H.K. 


3.60 
3.80 


- 4.43- 

4.75 


6.25 H.K. 4.00- 5.45- 
4.70 5.80 





COmiEllTB: The blouses in this example were women's "buget" or basic short sleeves blouses. 
The price increases of 11 to 24 percent put this product out of reach for the targeted "budgef* 
customer, who is typically a lower-income individual. The retailer in this exam^e is thinking 
about shifting to Sri Lanka for supply where the level of restraint on this category is very 
tight (507,261 dozen as opposed to the Hong Kong quota level of 827,977 dosen.) The resiit 
may be that in spring 1985 these blouses simply win not be available for this retailer's budget 
customers. 



FC= FIRST COST induding quota costs 

LC= LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, coat of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from tlie foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC = The actual or quoted price of a UJS. manufacturer to produce identical merchandise. 
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Case Not 2-001 
Consumer Effeets Statement 



Category: 348 Country; Hong Kong 

Fiber; Cotton Description: Shorts (juniors) 



C06T8 PER UMIT 

1983 1984 quotes 

Country PC LC Quota Domestic Country PC LC Quota Domestic 

H.K. 3.80 4.69 5.70 H.K. 4.80 2.45 

COmoniTSi The shorts in this example were tMsie, unadorned garments. In 1984, when the 
retafler returned to the Hong Kong manufacturer to repeat a sucessful 1983 program, the 
retailer was advised that, due to restrictions on this category, the cheapest price for shorts 
woilld be $4.80 per unit — a 26 percent increase over the previous year. (Note that in this 
example quota charges account for over 50 percent of the garment's first costs in 1984.) 
Because of this increase, the retailer dropped the basle short program and substituted a much 
more detailed garment containing poeketB and zippers in order to Justify the price. This 
retailer's basic customer will not find basic shorts at this store next spring. As a resdt of 
tightened trade restrictions an entire line of garments have disappeared from the selling shelves. 



PCs FIRST COST induding quota costs 

LC= LANDED COST, indudii^ cost of merchandise, quota costs, iifland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC s The actual or quoted price of a U jS. manufacturer to produce identical merehandlse. 
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Case Not 6-004 
ConMuner Effects Statement 



Category: 348 Country: China/ Sri Lanka 

Fiber; Cotton Description: pants and shorts (girls) 



C06T8 PER UMTF 





Spring 84 


Spring 85 




Country FC 


LC Quota Domestic 


Country FC 


LC 


Quota DomesUc 


China 1.96 
(shorts) 


3.32 


Sri Lanka 2.13 
(shorts) 


3.55 




China 5.17 
(pants) 




China 6.21 
(pants) 







GOMIIEllTSs As a restlt of foreign manufacturers "trading up" retaHors have seen (Gametic 
price increases, especially for pants and shorts from China. In the first example, the retailer 
was forced to move his program from China to Sri Lanka in order to maintain his price point. 
The retafler is gambling on the quality of the merchandise which wQl litimately be shipped. 
In the second example, prices for girls basic cotton pants have soard aa a resiit of the the 
Chinese system of "floor prices." In 1983 the pants in this example had a first cost of oiily 
$3.67. In Spring 1984 the same pants had a first cost of $5.17 — up 41 percent. The prices 
which China is quoting for 1985 are up an additional 21 percent. 

FC= FIRST COST induding quota coats 

LC= LANDED COST, including: cost of merchandise, quota costa, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC = The actual or quoted price of a U jS. manufacturer to produce identical merchandise. 
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Case Not 3-003 
Consumer Effects Statement 

Category Country; Hong Kong 

Fiben Description: Twill pant (boys) 

C06T8 PER UMTF 

1984 deUvery 1985 delivery 

Country FC LC Quota Domestie Country FC LC Quota Domestic 

H.K. 4.30 .50 6.90- H.K. 5.80 1.50 

7.90 

GOmonnSi The quota charges for a basic, pull-on pant with no piping and little detail has 
tripled as a resiit of the UJ3. import program. The quota charges now represent 26 percent of 
the first costs of the garment. The 35 percent total increase in price is several price points 
higher than this retafler wanted for this kind of basic garment. 



FC= FIRST COST induding quota costs 

LC= LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right** to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC = The actual or quoted price of a UJ3. manufacturer to produce identical merchandise. 
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POORKB QUALITY MBRCHAlllHgB 
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Case Not 3-004 
Coneumcr Effects Statement 

Category; Country: Chlna/UJSyMexieo 

Fiber; Description; Boys 8/16 camp short 

GOBTB PER UMTF 

1983 1984 

Country FC LC Quota Domestie Country FC LC Quota Domestic 

China 2.02 US/Mex (807) 3.8S 

COMMEMTSs As a restlt of China's system of "floor prices,** the retailer was forced to find 
an alternate source for his camp shorts. The floor price is much higher than the retailer 
woilld have accepted for the production of these shorts, and is the direct restlt of the exporting 
country attempting to '*trade up** into higher priced lines of merchandise. The retailer purchased 
camp shorts from a domestic manufacturer who had the garments assembled in Mexico using 
UjS. piecegoods. The 1984 first costs of the shorts were 90 percent higher, and the domestic 
shorts were of lesser quality. For instance the Chinese shorts had 4 pockets, a swivel key 
holder and a higher number of stitches per inch. The UjSVMexican shorts had oiily 2 pockets, a 
1 piece key holder and relatively poor sewing quality. In addition the UJS. vendor encountered 
production problems because the pockets which the retailer wanted on the shorts were more 
complicated than the manufacturer had been making. As a resiit the vendor would not ship 
until the end of May — extremely late for the intended selling seasoa,, 



PCs FIRST COST induding quota costs 

LCs LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the **right** to export products from the foreign 
country. In Hong Kong, quota is actually bought and add by the producers of doth and dothing. 

DOMESTIC = The actual or quoted price of a UJS. manufacturer to produce identical merchandise. 
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Case Not 4-001 
ConBumer Bffeets Statement 



Category; Country; Taiwan 



Fiben Description: Merona type pant (boys) 

GOBTB PER UMIT 

Spring 1983 Spring 1984 

Country FC LC Quota Domestie Country FC LC Quota Domestic 

Taiwan 3.75 5.06 Taiwan 4.50 6.13 

GOMMBllTSi The prices quoted to this retailer for spring 1985 are 21 percent higher. The 
retailer decided not to place orders with the Taiwan vendor, and instead ordered merchandise 
from Malaysia at approximately the same costs as the 1983 program. However, the retailer 
is gambling that the new producer will be able to provide comparable quality and acceptable 
delivery dates, and that the merchandise placed in the smaller, less developed country wfll not 
be embargoed. 

PCs FIRST COST induding quota costs 

LCa LANDED COST, induding; cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota it actually bought and sold by the producers of doth and dothing. 

DOMESTIC s The actual or quoted price of a U.S. manufacturer to produce identical merchandise. 
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Case Not 4-002 
CoiBumer Effects Statement 

Category Country; Hong Kong 

Fiber; Description; Jacket (girls 3/6x) 

COBTB PBR UMrr 

Spring, 84 Spring 85 

Country FC LC Quota Domestic Country FC LC • Quota Domestic 

H. K. 4.60 6.67 Sri Lanka 5.2 6.80 

Malaysia 5.15 6.81 

COMIIttlTSx Although the Hong Kong manufacturer quoted a price 21 percent higher than 
the previous year, the manufacturer was still unwilling to produce the Jackets in children's 
aizes, principdly because quota for this category is at a premium. The retailer shifted to Sri 
Lanka and Malaysia at an average price increase of less than 2 percent. However, the retailer 
is concerned that in order to hold price points, he win lose quality. 



FC= FIRST COST induding quota costs 

LC= LANDED COST, induding; cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and add by the producen of doth and dothing. 

DOMESTIC s The actual or quoted price of a UJ3. manufacturer to produce identical merchandise. 
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Case Not 4-OOS 
Comumm BCfeets Statement 

Category: Countfy Taipel/IndoneBJa 

Fiben Dcecriptiont Yarn died btouae (giris) 

coBTB PER umr 

Fall 83 FaU 84 

Country FC LC Quota Domestie Country FC LC Quota Domestic 

Taipei 2.62 4.45 Indon. 2.75 4.67 



GOMMBllTSi Entire blouse program out of Taipei was no longer feasible because the manufactur- 
er was unable to get quota licenses at retafler's price points. The program was shifted to 
Indonesia at a modest price increase. However the indonesian garments are of much poorer 
quality, with flat pack instead of more expensive stand pack, and with other details missing. 



FC= FIRST COST including quota costs 

LC= LANDED COST, indudlng: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA s the costs associated with purchasing the "right** to export products from the foreign 
country. In Hong Kong, quota Is actually bought and sold by the producers of doth and clothing. 

DOMESTIC ' The actual or quoted price of a U J3. manufacturer to produce identical merchandise. 
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Case Not 5-002 
Consumer Effects Statement 



Category; Country: Korea/Singapore 

FibeR Synthetic Description: Knits (girls) 



C06T8 PBR UMIT 



1983 
Country FC LC 


Quota Domestic 


1984 
Country FC LC Quota Domestic 


Korea 1.79 




Korean vendor would not repeat program 
Singa. 2.73 



GOMMBllTSs The retafler was forced to switch suppliers from Korea to Singapore at a price 
increase of S3 percent. The retailer is gambling on the delivery dates and the quality of the 
new supplier. 

FC= FIRST COST induding quota costs 

LC= LANDED COST, induding: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC s The actual or quoted price of a U jS. manufacturer to produce identical merchandise. 
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Case Not 4-003 
ConBumcr Effects Statement 

Category Country; see beiow 

Fiber; Descriptlont Mens quflted shirts 

GOBTB PER UMIT 

FaU 83 FaU 84 

Country FC LC Quota Domestie Country FC LC Quota Domestic 

Taiwan 6.66 6.66 Taiwan 5.25 7M 

China ave. China ave ave 

PhiUiptdnes Haiti 

Romania 

Pakistan 



GOMIIBllTBs Because of limited quota, retailer was forced to source merchandise in a variety 
of lesser developed, emerging source countries. Retailer is concerned that quality wiU not be 
maintained. 



FCs FIRST COST induding quota costs 

LCs LANDED COST, including: cost of merchandise, quota costs, inland transportation in foreign 
country, duty, cost of entry (brokerage fee), ocean freight, bank processing. 

QUOTA = the costs associated with purchasing the "right" to export products from the foreign 
country. In Hong Kong, quota is actually bought and sold by the producers of doth and dothing. 

DOMESTIC s The actual or quoted price of a UJ3. manufacturer to produce identical merchandise. 



Digitized by VjOOQIC 



283 



APPENDIX A 



HOWG gOWG QUOTA CHARQBS 
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XHB C!09fMI«9ipNKR.«)r CTUBTrffiHil 




m26B84 '«*— «^«»''»-«- 



Dear Senator Danforth: 

Knowing o£ your keen personal interest in combatting fraud 
in textile importations, I am writing to update you on what the 
U.S. Customs Service is doing and what we have accomplished so 
far in this area. When I became Commissioner # I made law 
enforcement the number one priority of the Customs Service. 
About 18 months ago, we started Operation Tripwire, our 
commercial fraud program. We also began a reform of Customs 
commercial operations, and we are bringing our automated systems 
into the modern world through comprehensive integration and 
expansion. All of these efforts are contributing to our anti- 
fraud campaign. 

As you know, the United States textile and apparel industry 
is one of our Nation's largest industrial employers. The 
Administration has identified unrestrained imports of textiles 
and wearing apparel as a critical threat to our domestic 
industry. The United States regulates the growth in apparel and 
textile importations through the Multi-Fiber Arrangements and 
negotiated quotas. The intentional circumvention of these trade 
controls is the primary target of Customs textile fraud 
initiatives. Case referrals and intelligence gathering clearly 
indicate that the problem of textile fraud is one which deserves 
a continued concentration of Customs enforcement efforts. 
Widespread conspiracies exist to circumvent quota and other 
import restrictions. The problems include counterfeit visas, 
fraudulent export documents, phony copyrights, bogus trademarks, 
undervaluation, understatement of weights and quantities, and 
transshipment of quota merchandise from "tight" quota countries 
to evade quota restrictions. The Customs Service has always 
treated these inqportations seriously and with caution. Because 
of quota sensitivity and the relatively high rates of duty on 
most of this merchandise, significant sampling and other special 
handling has occurred for man^ years. However, Operation 
Tripwire has formalized, defined, and escalated fraud detection 
and prosecution of violators in textile importations. 



41-003 0-85-20 r^ 1 
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Za Pcbcnary 1983, Custoas eatabliabad the Caatoaa Fraud 
Investigations Center (CPIC) at our Headquarters office in 
ffasbington, D.C. as the focus for Operation Tripwire. We also 
established 41 special fraud teaas, including special textile 
teaas, composed of 235 people in ports throughout the United 
States. We established two special task forces and detailed a 
senior special agent to Hong Kong assigned to textiles 
exclusively. These resources are in addition to our noraal 
cadre of professional employees processing high-risk merchandise 
as part of their regular assignments. In order to prevent the 
frustration of the multilateral and bilateral agreements to 
which the United States is a party, the Textile fraud Program 
was established as a major enforcement target within the Center. 

The CPIC and its correlating fraud teams are truly unique, 
because they are utilizing the inter-disciplinary talents of 
special agents, import specialists, inspectors, regulatory 
auditors, attorneys, and professional laboratory personnel— 
virtually every operational discipline in Customs. The primary. 
mission of CFIC is to provide field units with the best possibla 
support in their efforts to seek out and prosecute, civilly or 
criminally, violators. 

As part of the textile program, CFIC personnel have 
identified and disseminated primary source countries and 
manufacturers, transshipment countries, probable ports of entry, 
complex circumvention schemes, and other intelligence indicating 
trends in apparel and textile fraud. For example, the Center 
recently completed a 22 Asian nation study of textile fraud. 
This document contains much valuable information, including 
production capabilities, quota availability, and local 
government control efforts. 

This kind of information, combined with other intelligence, 
is of enormous value to our field staff, and it has other 
significant uses. For example, a Textile Fraud Conference was 
held in June 1984 between the United States and the European 
Economic Community (EEC). Unlike the 1980 conference, which was 
quite general and diplomatic in nature, this conference was 
enforcement-oriented and sought to establish possible remedies 
to the textile fraud problem. As a result of shared 
intelligence, participants at the conference determined that the 
U.S. and the EEC are plagued with fraudulent importations from 
the same sources, and an agreement was reached to exchange lists 
of proven violators. 
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i #»«o» lafHilMiafrianii£%afx^ ooordinat— fraod 
li^^tvMtt iMadqoKteM and tahc f i«ld aai aaong 

in H«adqaact«ra involvad in tha prograa. 

Zf ^9tm ar^aaiir aaaiataoea la naadad qoiekly in tha fi«ld, 
crzc a «p a # if# tha aid and ananraa all nacaaaary partiaa ara 
adviaad; Through ita antosatad tracking ayataa» Crzc aaauraa 
appropriata invaatigation and proaacatioa takaa plaea in a 
tiaaly aannar. crxc alao inatitatad a apaakar aariaa to provida 
training to Cantar paraonnal and, via vidaotapa^ to fiald fraud 
taaaa. Spaakara viait tha Cantar to diacnaa aaeh topica aa 
whita collar criaa^ civil va criainal proaacationf and tha uaa 
of tha Coatoaa sv 



mpp«>P nrwiiM Til «P«TTT,K w^i^im 

* hB iaport restrainta and cooparatioa batvaan coontriaa 
inc.jaaa and effactivo anforcoaant bacoaaa a raality^ avar aora 
aophisticatad schaaas for circaavantion of iaport ra^iraaanta 
davalop. Currant intalligenca data* axaaination of ahipaantar 
and docuaent scrutiny hava establiahad that iaportara ara uaing 
tha folloving methods to fraudulently iaport textilea and 
apparalt 

1. Trang«hipment g Textile and apparel producta ara frequently 
aarked with a false country of origin and than tranaahippad 
through a country which has a liberal quota or no quota r 
Baking it appear that the aerchandiae waa produced in the 
interaediary country. 

2. Mtaeiagaifiga<^iQn/Hi«dMeripfciQiit Garaanta are frequently 
miadascribed on invoices. Often, there are feeble atteapta 
to nake temporary aodificationa on aarchandiaer when it ia 
apparent the merchandise will not be aold aa entered, to get 
a more available quota or a lower rate of duty or both. 

3. HndeggtataBent of Quantitiaa/Weighta: The declaration of 
false quantities to circuavent quota/visa restrictions 
continues to be a common area of textile fraud. This 
results not only in less duty paid but in misrepresentations 
in the actual amounts imported under bilateral agreements. 

4. Split ahipmentg g One way of circumventing quota 
restrictions is to split shipments into small quantities, 
valued at $250 or less and enter the merchandise by means of 
informal entries, thereby avoiding the requirement for a 
valid debited visa. 
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'nnTlglr^* iiMl TrirtiMrli" m la otter 
:«tie«l copiM of eopyrightod and tcadoMckod 
to flood tbo 0.8. Mfkot. Aoldo fros tho 

,,,^ ,. \ iapoctatioDO couo to tbo ovnoco of tho 

coffirigiito and trodoMcko» tbo prodocto oro Qoaally 
inforior and daaogM tbo logltiaoto ovnor'r 




6. nn<iTif^mMfcion« Thoagb not ao coaaon aa tbo otbor aatboda 
of textilo fraud, tbia illogal practlco la atlll bolng uaad 
to alnlalio.tbo payaant of doty. 

Of tbo 406 aajor caaoa carrontly bolng trackad, 2S par cant 
ara In tba taxtlla araa. Priority la glvan to Invoatlgatlon of 
caaaa Cuatoaa taraa *Claaa I*. A Claaa Z caaa la ganarally ono 
vbara tbara la a potontlal loaa of ravanna (doty) of ISO, 000 or 
aora, or vboro tbo caaa aay ba aarlona anongb to proaacota 
crlalnally. Tbla claaalflcation aay alao Inclado non-rovonoo 
caaaa Involving a aarioua violation of trada lawa. for okaapla, 
iaportlng countorfalt vaarlng apparal aay raault In no loaa of 
ravanua to Cnatoaa, but aay juatlfy crlalnal proaacotlon. 

Of coursa not all caaaa ara Claaa I, but Cuatoaa la 
striving to detect all illegalitlaa, no aattar how aaall. 
Aalde froa the overall protection this afforda U.S. Induatry aad 
the public welfare, soaetiaea a nuaber of relatively aaall 
instances of circumvention can reault in uncovering trenda that 
aay constitute an induatry-vlda problea. Such la tba caaa vitb 
polyeater sport caps. The caps, aostly froa Hong Kong, Taiwan, 
and Pakistan, are subject to quota baaed on weight. The vlaa 
weights have been found to have been understated by aa aucb aa 
50%. CPIC is aonltoring the situation and haa adviaad Custoaa 
field officers to be on the alert. In addition, alerta have 
been circulated through the Office of Enforceaent's Intelligence 
Division, the Custoas Inforaation Exchange, and other vehicles 
Custoas uses to prevent "port shopping." Numerous seizures have 
been nade at more than 15 different ports. The Taiwan Hat 
Exporters Association haa expressed concern and has furnished a 
list of Taiwanese exporters who are potential violatora. 
Investigation continues and the caps are now routinely examined 
and weighed. 

Encloaed with this letter are saaples of various seizures 
of apparel and textile shipaents since January 1, 1904. The 
list deaonst rates the variety and complexity of the methods used 
to circumvent import restrictions on these articles. 
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-KT xateUigMMi indicates Asia is thm largest aoorea of 
fcaudalaat iiportatlona. In 88% of tho Incldonta of dlacovarad 
frandolaat appacal and textila iaportationa# tho country of 
origin has baan Hong Kong (45%) r tha Paopla'a Rapoblic of China 
(30%) f and Taiwan (13%). Buropaan coontriaa join Asian onaa aa 
aariona offandara in tha araa of tranaahipaant. Dataction 
afforta aaphaaiia attention to iaportationa froa thaaa areas. 

apactal Tasfc forcas 

Special inter-diacipXinary textile taak forcea were 
establiahed in Hew York and Loa Angeles to intensify textile 
enforc^aent in these high-voloae, high-risk areas. The Hew York 
taak • :ce has been so auccesafnl that it has been extended to 
tha ^ of the fiacal year. Through June 30, 1984, its 
activitiea have resulted in 90 aeiiurea and one arrest. Tha Loa 
Angeles taak force made 19 aeixures and initiated inveatigation 
of 30 casea, including four referrala for criainal proaecution. 
irhile the foraal task force concluded operationa after 90 days 
in Loa Angeles, the techniques diacovered are still being used 
and cases initiated will be followed to conclusion. 

notwithstanding the auccesa of the task forces theaselves, 
residual benefita have accrued in increased awareness and 
cooperation among Customa disciplines. Such task forces are an 
inqportant enforcement tool and will continue to be used as 
necessary. 

Autoaatad Systema and Salactivity 

We are making important advances in our ability to target 
selected merchandise for intensive cargo and document 
examination. ACCEPT, our current system for identifying 
shipments requiring thorough examination prior to release, is 
operational in an automated mode in 22 ports, with an additional 
38 ports using ACCEPT in a manual mode. This system ensures 
that textile importations receive appropriate attention at all 
timea. 

Host textile and apparel shipments subject to quota and 
viaa restrictions require an intense document review by an 
import specialiat and intensive examination and sampling prior 
to releaae of the merchandise. ACCEPT allows such criteria to 
be quickly established and changed at both the national and 
local level. 
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W nm la. tto pcoe^M of Mbueing and iatogratlBf AOCIR 
and Qt MiUiaf • sophlstieatad, aotOMtad salactivity systta 
tQM ttitfj ffff^tfMtf as part of oor Antosatod Coaaorclal Syataa 
(ACS). Vila will fraa ooc pcofaaaional raaooccaa to coacaotrata 
aven aora Intaaaaly on our anforcaaant aiaalon. Phaaa Z of this 
ayataa ia alraady iaplaaantad and Phaaa ZZ la carrantly in 
davalopaant. 

In addition to tha anforcaaant data baaaa alraady 
eatabllahad In CPIC, an autoaatad Plnaa, Panaltlaa and 
Porfalturaa ayataa la baing davalopad, alao aa part of ACS. 
tlhan folly Iaplaaantad, thia aodnla will iaprova onr ability to 
track panalty and saisura caaaa, idantify rapaat offandaraf and 
enaora aquitabla traataant of violatora. Blaaaata of thia 
modulo are currently baing taatad in Houaton and Chicago. 

For aavaral yeara Custoaa haa aonitorad and anforcad a 
large number of testile iaport quotas through onr autoaatad 
iaport quota aystem. These activitiea are conducted in 
conjunction vith, and under the guidance of, the Coaaorce 
Department's 0££ice of Textilea, Coaaittee on the lapleaentatioa 
of Textile Agreements (CITA) • Customs and Coaaarca have held 
constant interagency meetings, conaunicated in writing and 
orally on a daily basis, and sent representatives to high-level 
international conferencea dealing with iapleaentation of tha 
Testile Bilateral Agreeaenta. 

Customa has established an Automated Viae Verification 
Program with Taiwan, whereby visas are verified via satellite by 
the Taiwanese Government, enabling Cuatoma to identify 
counterfeit visas prior to releaae of the merchandiae. We are 
investigating the feasibility of establishing similar systems 
with Hong Kong and Korea. Cuatoma has also added the 
requirement for the textile visa number on the revised formal 
entry. Customs Form 7501, for textile enforcement purposes. 

Examination at Arrival - In-bond 

When the ultimate destination of merchandise is other than 
the first U.S. port of arrival and the importer wishea to enter 
(or export) the shipment at the final U.S. port, the law allows 
that merchandise to travel via Customs bonded carrier to its 
final destination. Historically, these "in-bond* movements have 
merely been controlled by Cuatoma to enaure that they are not 
diverted into the conunerce. No invoice and only the most basic 
paperwork was required. In the near future, Customa plana to 
implement a program to perform any necessary examination of 
textile and apparel shipments at the first U.S. port of arrival. 
To facilitate these examinations, an invoice with a tariff 
classification, rate of duty, required visa and other 
information necessary for ACCEPT processing will be required. 
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BhipmmUkJiPuA ia violatiott of qoota, vIm, ecntiqht, 
trifliBfcJyor QkkA r«qair«MBts will b« d«taiiMd «ii4/oc Misad 
afe^ tilt f list poet. SblpMnts found to bo in ooapliuco will bo 
allowid to Bovo forward in-bond. Tho invoico with tbo 
inapootor'a findiafo vill trayol with tbo aorcbandiao to tbo 
doatination port vboro ontryr aiibaoqaont oxaaination and otbor 
processing prior to release occurs. Tbo porpoao of tbis prograa 
is to detect circuavention efforts aa early aa poaaiblo, and to 
ensure tbat the condition of tbe aercbandiso and of tbo 
attending invoices reaaina the saaa vbile tbo aercbandiso is 
travelling froa port to port. 

Custoaa is aggressive in tbe prosecution of violators. 
Guidelines for nitigation of penalties have boea tightened, and 
tbe criteria vhich conatitutea a violator's 'prior disclosure* 
of infornation in fraud inveatigations is aore difficult to 
aeot. In civil cases, Custoaa is settling serious violationa 
for very large aaounts of aoney. In one recent apparel fraud 
caae. Customs has not mitigated tbe original penalty of ovoc 
$1.5 million, even on a suppleaental petition froa tbe violator. 
And, it ia nov policy not to accept a aecond auppleaantal 
petition until the offender haa coaplied vith tbe original 
decision. 

BXECHTIVg ORDER 1247S > TEXTILE IMPORT PRQCaAM 

On May 9, 1984, the Preaident issued an Executive Order 
establishing policies and procedures for the iapleaentation of 
an even more stringent textile import prograa. Aa aandated in 
the Order, Customs has established a Textile and Apparel Taak 
force consisting of members of the various Customs disciplines 
and representatives from the Office of Textiles, Departaent of 
Commerce. Task Force members have provided recommendations on 
implementing all the provisions of the Executive Order, received 
and discussed recommendations from CITA, and are drafting and 
reviewing new regulations to further toughen our enforcement 
posture on textiles. 

A number of new regulations will be issued. Included are 
tighter rules of origin, definition of processes which must be 
performed to constitute "substantial transformation* of an 
article in a aecond country, and better control of articles 
changed or manipulated in a Custoaa bonded warehouse prior to 
withdrawal for consumption. More stringent provisions for such 
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other procedures as the Custons rulings process are also being 
considered. Although Customs attorneys cannot ignore the law 
and foreign manufacturers are amazingly astute at fashioning 
garments and blending fabrics to legally get the most favorable 
quota treatment. Customs attorneys are attuned to upholding 
trade policy and spotting dfi facto quota evasion. 

CQQPERATIQM WITH IMDDSTRY 

In mid May, I met with several representatives of six 
different textile and apparel associations to brief them on our 
accomplishments deterring illegal importations into the U.S. 
commerce. Customs maintains an open door policy with the 
industry we are protecting. The assistance of the textile and 
apparel industry is crucial to our success. At formal and 
informal meetings with me and with members of my staff, industry 
representatives identify problems and provide leads that often 
have far reaching implications. Recently, at the request of the 
American Textile Manufacturing Institute, wool-blend fabrics 
from Italy were sampled under controlled procedures for a period 
of 60 days. 

The Institute contended that there were marking 
discrepancies in both the wool content and in the amount of 
virgin vs recycled wool contained in the fabric. While some 
samples are still under analysis, our laboratory personnel have 
advised that there are indeed significant problems in this area. 
The national examination and sampling criteria in ACCEPT have 
been extended indefinitely to counteract the fraud. 

Another area where the industry has been critical to our 
success is in the detection of counterfeit and piratical 
trademarked and copyrighted articles. The industry has provided 
samples of the genuine article and training on how to detect 
bogus copies. Representatives from the Anti-Counter fei ting 
Coalition participated in the production of a film designed to 
heighten awareness of the huge problem counterfeiting has 
^ become . 

ADDITIQMAL MANPOWER IM TEXTILE PRAOD EMPQRCEMEMT EFFORTS 

On July 25, testifying before the Oversight & 
Investigations Subcommittee of the House Energy & Commerce 
Committee. I announced that the Customs Service will add 64 
new positions to textile fraud efforts as a part of Operation 
Tripwire. 
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At first, this special enforcement program was too new for 
us to make an intelligent deployment of additional people. I am 
confident that today as a result of 18 months of activities, we 
know where these people will be most effective, and we are 
taking action to move them into place. 

We will add 31 Special Agents assigned to investigate fraud 
both domestic and foreign, 25 import specialists, at various 
locations throughout the United . States , 2 attorneys, 1 economist 
assigned to the commercial fraud center in Customs Headquarters 
and 5 laboratory technicians. 

Enforcement is Customs top priority, and we will continue 
in our efforts to ease the burden fraudulent importations cause 
American industry through more effective enforcement of our 
nation's trade and tariff laws. If you have any questions about 
our program or would like to discuss this issue further, please 
let me know. 



Yours faithfully, 

iSignei) William von Raab 



The Honorable 
John C. Danforth 
Senate Textile Caucus 
United States Senate 
Washington, D.C. 20510 

Enclosure 
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PhXtUh LIST or ynMlOOB TTflS 
or TWrniM MMUMD SIZI0BB8 

JAMUkll IfM - PKisnr 



SmimmB Ji— gy 9, IfM - 400 dos«B bsb's cotton joans - Hong Kong 

Port Bliiaboth, HJ Valao - |€7,7€7 

Tho joans voro iBTOicod and ontocod as 
pcodQcts of Zscaal. BiaalBatioB 
ravaalad rasidoa of a labal originally 
••vn into tho waistband, bat 
Sttbssqasntly cot out. Parthor 
•saaination fonnd labals stating "Nada 
in long Kong." 19 08C 1592 

8ois«i J^Boary 24 r 1914 - 1594 cartons voaring apparal - Taiwan 

Niaai, PI Valna - 1153,117 

Tha apparal was sub j act to quota 
aad visa rastraints. Tha iaportar 
had antof ad tha shipaants for 
aiportation and than attaaptad to 
divart thaa to a doaastic 
consignaa* 19 08C 1592 

flaisad Janoary 14, 19t4 - 24,400 piacas tovals - Taiwan 

Los Angalas, CA Valaa - 144,400 

4400 piacas had tha logo "Sopar 
PACHIAI", in violation of a ragistarad 
copyright. Tbasa piacas vara coasiing lad 
with non-copy rightad artidas. 19 CPR 
133.42 

flaisad Jannary 24, 1944 - 4125 dosan voaan's apparal - Taiwan 

Los Angalas, CA Valaa - 419,770 

Tha narchandisa was invoicad as drassas. 
Examination revaalad tha narchandisa was 
skirts and blousas, flinsily sawn 
togathar to usa lowar cost visa and 
largar quota. 19 OSC 1592 

Saisad Pabroary 2f 1944 - 12,526 piacas waaring apparal - Hong Kong 

Los Angalas, CA Valua - $178,500 

Tha shipaant was invoicad as Ban*s 
cotton swin trunks. Bxanination 
disclosad aarchandisa was shorts with 
flinsily const ructad linars. Tha schana 
was contrivad to obtain a nor a raadily 
aval labia and lowar pricad visa. 
19 DSC 1592 
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SIXIORB HX6IU6BT8 

BmimmM Un 17 » IfM - 250 cartons ladi«s tops sod bottoas - Taiwan 

■•vsrk, V Vsltto - |10€,14f 

Tho shlpaont was invoicod and antacad as 
bodysuits. Whan azaalnad, thay vara 
foand to ba tops and bottoas attachad by 
a singla stitch at tha shooldars, aasily 
torn apart. Construction of tha garaant 
■ada it iapossibla to put on without 
saparating tha piacas. Tops and bottons 
ara subjact to quota/visa rastrictions. 
19 OSC 1592 

flaisad Hay 24, ItM - 13,200 piacas childran's jaans - Taiwan 

■awark, NJ Valua - $160,512 

Tha fibar count on tha invoica was linan 
43%, rayon 39%, cotton lt%. Laboratory 
analysis showad cotton 5€%, rayon 44%. 
Tha potantial loss of ravanua was 15, €88 
and tha aarchandisa was aisraprasantad 
to avoid quota. 19 OSC 1592 

flaisad JOBS 8, 1984 - 99,500 yards polyastar fabric - Koraa 

Los Angalas, CA Valua - 1195,024 

Fabric was transshippad through Japan 
and claiaad as a product of Japan to 
avoid quota/visa rastrictions partaining 
to Koraan fabric. 19 OSC 1592 

Saisad JOBS 13, 1984 - 24,768 piacas haadwaar - Taiwan 

Los Angalas, CA Valua - $99,815 

Caps had "Star in Notion," tha fiva 
Intarlocking rings, and tha words "Los 
Angalas 1984 Olynpics". Tha iaportar 
was not an author izad licansaa of a 
CustOBS ragistarad tradaaark. 19 CFR 
133.42, 17 use 602, 17 USC 603 

Saisad Jnaa 22, 1984 - 4572 ladias drassas - Pakistan 

Chicago, IL Valua - $160,020 

Tha aarchandisa was antarad as ladias 
100% cotton handlooaad drassas. Tha 
invoica containad a staap "handlooaad 
products of tha cottaga Industry," a 
condition which exaapts tha aarchandisa 
froa visa raquiraaants. Visual 
axaaination and laboratory analysis 
ravaalad that tha itaas wara nachina 
sawn. 19 DSC 1592 
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SIZSOU IZ6ILZ«Rt 



IS, IfM - 134 bOBM coQBtMfttit "XIQD" shirts - 
■iSBi, WL Thsilsnd - VslQS |24<,240 

Tlis Shirts ««rs sarksd "Nads in Prsiic«" 
If 08C 133.42 (C) 



•sissi asceh 13, IfM - 40 bslss cotton dish tovols 

Chsrloston, 8C Vslno - 132,000 

tho tovols oro visa itoss f roa Pakistan 
basod npon voight. Thoy voro invoicod 
and visaod as 2075 pounds i tho actaal 
voight was 03ff pounds. If 08C 1592 

•sisod Apffil 17, IfM - 55 cartons polyostor hats - long Kong 

Baltinoro, HD Valoo - 123, 5M 

floisad for ondorstatod voights for 
■srchandiso subjoct to a quota basod on 
voight and for ▼iolatioa of tho "Harloy 
Davidson" tradoMrk. If 08C 15f2, 19 
08C 1524 

■••• M oartOBB of tbs saas ■arrhssdiso 
for tbs saas isportor vsro soissd tte 
folloviaig day, and two additioMl 
soisaros varo BBdo in oarly lay* Soa 
oaplanatioa of tbs vaight prablsa oa 
sports oapa ia aarrativa. 



Misad April 30, IfM - 100,000 yards fabric - Koroa 

Los Angolas, CA Valaa - 1205,000 

Tho aarchandiso vas transshippod through 
Japan to avoid quota. Tho aethod of 
packing vas coaaon to Koroa. Tho soal 
on tho shipping containor vas changod to 
a Japanoso soal and a nov Japanoso bill 
of lading vas issuod. 10 OSC 542, 18 
08C 545, 19 OSC 1592 

floisod Hay 14, IfM - 3600 piocos voaring apparal - Koraa 

Navark, NJ Valua - If 0,435 

Tho shipaant vas invoiced as saparata 
panta and safari jackats. Tha panta and 
jackata vara hung togathar aa laiaura 
suits vhich raquira a diffarant viaa. 
19 OSC 1592 
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MXIORB IZGHLZ69T8 

Bmia^ AOf 2, 1914 JOOO B«clitlM - H0B9 K0119 

mmt Tttfk, JB v«lu« 121,150 

Th« tlM w«rtt lB¥Oic«d «8 ornaB«Bt«d. 
Bzaaination disclosed that thsy vsrs 
BOB-ocDSBSBtsd, tbils subjsct to qttOt« 
sad viss rsstrictiOBS. 19 08C 1592 
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Statement of the Abierican Apparel Manufacturers Association 

The itaerican Appeurel MEuiufacturers Asaociation appreciates the opportunity 
to join the other mennbers of the itaerican Fiber, Textile, Appeurel Coalition in 
testifying on the state of the textile and apparel inport control program. MMk 
is the central trade association for the faterican apparel manufacturing 
industry. Our membership represents scms 70 percent of U.S. capacity for 
apparel manufacturing and produces all lines of apparel. 

We are appreciative of efforts this AAninistration has made to bring a 
luaasure of certainty and reasonableness to the inport control program. The 
guidelines issued on December 16, 1983, represented an effort to bring under 
control at the earliest possible moment iiif)orts in uncontrolled categories f rem 
countries with which we have bilateral ag re ements and rapidly increasing iiqports 
frcm non-bilateral countries. Likewise, the new niles of origin published on 
August 3, 1984, were a sincere effort to oope with transshipments and quota 
avoidance. 

Despite these efforts and the best of intentions, the Adhninistration has 
fallen far short of its oonmitment to relate the growth of imports to the growth 
of the dcanestic market. 

Inports of apparel in July of this year amounted to 532 million square 
yards equivalent, the largest single month in history. On an annual basis, 
current apparel imports equate to 5 billion yards for the year. Ocnbined 
imports of textiles and apparel in JUly were 1 billion yards, also a record. At 
the current rate, imports of yam, fabric and garments will total 10.3 billion 
yards in 1984. Ihis figure is 39 percent higher than the then record high of 
7.4 billion yards of imports in 1983. 
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statement 

It Is Interesting to compare the current Import situation with the 
situation as It existed In 1973, the first year the Multi fiber Arrangement was 
in effect. In 1973 the domestic Industry produced 13.1 outerwear* garments for 
every American and Imports provided 3.7 garments per person. In 1982, the 
domestic Industry produced 12.8 garments per capita and Imports provided another 
6.2. While domestic production has not grown much If at all in 1983 and 1984, 
Imports In 1983 provided 7.1 garments per person and, at the current rate, will 
provide 8.6 garments per person in 1984. Put another way. In 1973 Imports 
provided Americans 22 percent of their outerwear garments. In 1984, Imports 
will account for about 40 percent of those garments. 

This Import growth has resulted In the loss of 274,000 jobs in the apparel 
Industry since peak employment of 1,438,000 in 1973. Many more jobs have been 
lost in the textile, fiber and other Industries. 

It becomes apparent that the Multi fiber Arrangement and the bilateral 
agreements negotiated under it are not bringing order to our marketplace. 
Import penetration has virtually doubled during the life of the MFA and the 
domestic Industry currently is suffering from an avalanche of Imports that 
brings into question the very viability of the Industry and the jobs of its 1.2 
million workers. 

The MFA expires in July 1986 and the first discussions on its renewal begin 
next month In Geneva. We hope that this Administration will consult closely 
with Industry and labor and set about to negotiate a new MFA that will enable us 
to bring order to our marketplace and a reasonable degree of certainty to our 
business planning. 

We are grateful to this Committee for its Interest in this severe problem, 
and we would be pleased to respond to any questions the Committee may have. 

*A11 suits, coats, dresses, shirts, knit and woven shirts, sweaters, 
trousers, slacks, and shorts. 
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HOUSE OF LLOYD, INC. 11901 Crandview Road • Crandvicw, Mo.64030 

UNITED STATES SENATE September 28. 1984 

COMMIHEE ON FINANCE 

Subcommittee on International Trade 

SD-219 Dirksen Senate Office Building 

SUBJECT: The State of the U.S. Textile Industry 
Tuesday, September 18, 1984 

Thank you for allowing us to present our views concerning the U.S. Textile 
Industry and the new Country of Origin Rules issued by the U.S. Customs Service. 
Specifically we wish to address our comments to the new Intrim Customs Textile 
Regulations as published in the Federal Register on Friday, August 3, 1984. 

I believe our Government owes the public an explanation why these rules were 
Implemented without a public hearing in advance to determine the need for such 
regulations. We feel the U.S. Customs has failed to follow the federal rule making 
procedures required by law to give adequate notice and a period for comment to the 
effected parties. I applaud the Subcommittee for taking up this issue now, but be- 
lieve action should have been taken before Implementation of the rules. 

It seems obvious that U.S. Customs is targeting a specific Industry as fre- 
quent violators of the Country of Origin requirements. If this is the case then 
I suggest that Customs take a closer look at the specific violators Instead of 
burdening the entire industry with additional paperwork. The new textile re- 
gulations seem clearly aimed at the garment Industry. This is fairly evident to 
me because of a recent publication which was received from the Department of Treasury 
U.S. Customs Service dated September 6, 1984. This bulletin was presented in 
"Question & Answer" format regarding the new Customs Textile Regulations published 



Phone:816-763-7 27 2 Cable:'CONSFIRE' Telex:4-2561 
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In the Federal Register on August 3, 1984. All 8 pages of this document covered 
"Questions & Answers" as It relates to the garment Industry. The bulletin re- 
ference number Is 84-26 (ENT-1) P. A copy of this documentation Is enclosed. 

Our company, an Importer of general toys and merchandise will suffer for the 
transgressions of a few importers who have violated quota restrictions by altering 
the Country of Origin. We do not import garments, however, we will still be bur- 
dened with the new textile regulations since we import many novelty type items 
that fall under Scheduled 3 Tariffs. These items include Christmas decorations, 
place mats and other household furnishings all of which are chiefly made of tex- 
tile materials. Many of these items already require Form A Certificate of Origin 
and it seems redundant now for Customs to also ask for a Certificate stating that 
the products are wholly the growth or manufactured of the Country of Origin. With- 
out a public hearing we can't be certain that Customs was actually targeting these 
specific items under their new textile regulations. 

We import thousands of items each year. The documentation and reporting re- 
quirements are already mammoth and add a considerable amount of cost to the end 
product. In our shipments from the Orient we may have dozens of items mixed in 
one container and under past regulations, if all of our documentation was not in 
order, we were able to post bond for the shipment and allow it to be unloaded at 
our warehouse. Under the new textile regulations this bonding procedure will no 
longer be possible whenever a textile item is included in the container. This 
can mean that merchandise may have to be held in a foreign trade zone or the con- 
tainer may be stopped and held at the Port of Entry until proper documentation 
arrives. All this will add substantial cost to the product. 

The present method of reporting procedures for items in Schedule 3 and 
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Schedule 7 make It yery difficult for us to operate our business. Our company 
places orders in February. We order a textile product then and the supplier In 
Taiwan, for example, confirms the order and confirms that the quota assigned to 
the Country of Taiwan Is available. We then publish this item in our catalog and 
begin to sell the product In June. When our product is delivered to us in July 
and August suddenly quota from that Country is not available and we have had to 
put that item into a bonded warehouse and wait until additional quota is available. 
Now we have an item in our catalog that; 

1. We have to refund money to customers who bought it in June and July. 

2. Is going to cost us a possible loss because of additional handling and 
storage. 

3. It may go off sale In our catalog for the balance of the year because 
we can't get the product released or because we can't rebuy it with 
the quota used up in the country. 

We can't afford to have these kinds of anxieties and disruptions in our flow of 
product to our customers. Our business is planned six and eight months In advance 
and it is important to have an uninterrupted flow of merchandise. 

House of Lloyd is a company that sells products on a direct basis to con- 
sumers through party plan programs. We provide year round employment to 300 
people in our offices and warehouse and over 6,000 people in our sales staff. Our 
peak season is June 1st to December 15th. During this period of time our warehouse 
and office staff swells to 1,200 people and our sales force grows to between 40 
and 45,000 people. The United States Department of Labor compiled statistics in 
November of 1983 that only 700 people were employed in the Textile-Mill Product 
Industry in the State of Missouri. The sales and taxes that our company generates 
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surpassed the Textile Industry In Missouri. 

Please look at Item number 61, Clown Shoebag (TSUS 386.1343) In the House 
of Lloyd catalog. This Item Is made of textile material and has a lot of hand 
decoration. It could not be bought In the United States at a low reasonable 
price so we could sell It for $9.90. Item number 106. Frosted PotPourl (TSUS 
386.1343) Is a frosted glass container. The only textile product Is the lace 
which Is used to wrap scented dried flowers and some pink ribbon. Item number 
220, Candle Wreath (TSUS 386.1343) Is another Item that Is a handcrafted product 
made of textile material and Is labor Intensive In Its creation. We cbuld not 
buy this Item In the United States and sell It for $9.90. I've Included catalogs 
from two of our sales divisions and listed all the various Items that are effected 
by the new textile regulations. The catalog number listed by the Item Is shown 
to help you find each Item In the catalog. 

I think you can see from studying the Items In these catalogs that; 

1. The material content Is Insignificant In terms of the general textile 
market. 

2. The Items would be too expensive to make In the United States because 
of the high degree of labor cost. This would make the selling price un- 
reasonable. 

What happened to House of Lloyd when these regulations hit us In August? 

1. Item number 179 Tissue House went Into storage In the International 
Trade Zone. It was later released because of additional quota being 
made available. This caused us additional expense for paperwork, 
storage and transportation. 
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2. Several products were switched to PVC material (plastic). This Is not 
desirable because our catalog usually states the material content of 
the product being sold. Customers are not always willing to accept 
material substitutes and refuse delivery of the product. We have been 
able to do this on several of our Items, however, we are not happy about 
this because It reduces the quality of the products we sell and creates 
customer dissatisfaction. 

3. We are sitting on pins and needles the balance of the year for additional 
items that will be received during October and November. There is no 
way we can predict when the quotas will run out again and we could be 
faced with loss of product on several items the balance of the year. 

We would recommend to the Subcommittee that language be adopted in the new 
textile regulations which excludes Items that are non-wearing apparel. Specifically 
we would list such items as Christmas Decorations, housewares, games, toys, decora- 
tive items and gift items which contain textiles and/or textiles and other types 
of materials. The following reasons will support the exclusion of these handi- 
craft type products from textile quotas: 

1. The amount of textile product used in manufacturing these items is 
insignificant in comparison to textile used in garments. 

2. These items are manufactured with a high degree of labor intensive cost 
which could not be supplied in the United States. The same items in the 
United States would be outpriced and realistically could not be sold in 
the market place. 

3. If necessary the textile product can be changed to another material (PVC- 
Plastic). The business remains in the undeveloped countries that can 
provide labor at a low cost and ways can be found to change material 
content. This type of business will not return to the United States. 
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4. The U. S. Government In the past few years has made an effort to reduce 
red tape and paper expenses for business. This would be a positive way 
to continue In that direction. 

The two catalogs enclosed picture the Items that are problems for our company. 
You can see the list of Items we have In these catalogs Is rather extensive. We 
can not afford to have these Items out of stock or off sale during our selling 
season. We appreciate the opportunity and time this Subcommittee Is taking to 
hear our arguments and opposition to the new Country of Origin Rules and Textile 
Quotas. We have long supported International Trade and feel these new rules 
are protectionist measures that are not In the best Interest of World Trade. 

Thank you for your consideration of our position. 

Sincerely yours. 



^<:^ 



Nell Grant 

Executive Vice President 



NG/kr 

Enc. U.S. Customs Bulletin 

House of Lloyd Toys and Gift 84 Catalog 
Christmas Around the World Catalog 
Product Lists A and B 
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This Is a cover memo that will explain the attached 
Information concerning Items imported by House of Lloyd. 

There is an "A" list and a "B" list for both of our 
catalogs. You will see on the list the Catalog Item Number, 
Name of the Item and the TSUSA Classification Number and 
description. Everything is organized for your quick re- 
ference . 

T.S.U.S.A. is the abbreviation for the Tariff schedules 
of the United States annointed. This publication is used 
by Importers, Custom Brokers, Customs Officers and other 
interested persons to: 

1. Determine the classifications and rates of duty 
applicable to imported articles and, 

2. The requirements for reporting statistical data 
with respect to such imports. 

We hope this material and information will be helpful 
in your better understanding the handcrafted articles which 
are made and imported into the United States. 
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HOUSE OF LLOYD, INC., 
LIST "A" 



Articles on list "A" are items previously imported 
into the United States of America by House of Lloyd, Inc., 
under the T.S.U.S.A. Classifications as noted. 

These T.S.U.S.A. item numbers are cited in General 
Headnote 3(G)(III)(C)(1). It is our understanding that 
the items on List "A" will require a " Declaration of 
Manufacturer, Producer, Exporter, or Importer ", and are 
subject to textile country of origin Criteria regardless 
of country of origin. 
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LIST "A" 
House of Lloyd Toys & Gifts - '84 



Catalog 

Item # Item Name 



T.S. U.S.A. Classifications 
Number Description 



T 146 Strawberry Pot Holder Set 366.7700 

T 162 Placemat Set - Napkins only 365.7865 

T 175 Babies Don't Keep Plaque 386.0430 

T 177 Lace Photo Frame 386.0430 

T 179 Tissue House 365.8680 

T 218 Door Knob Cover 389.6270 

Page 44 Fundraiser item 

Calico Ornaments ' 389.6270 



other furnishing of vegetable 
fiber, other, of cotton, other, 
plain woven, wholly of cotton. 

other furnishings, ornamented, 
of cotton, other. 

Textile materials not specially 
provided for, ornamented, of 
cotton, other. 



other furnishings, ornamented, 
of man-made fiber. 

Textile articles not specially 
provided for, not ornamented, 
of, other, man-made fibers. 



Christmas Around the World 



X 24 Stick Horse Ornaments 

X 54 Holly Pillar Ring 

X 58 Christmas Quilt Tree Skirt 

X 79 'Tis the Season Knit Stocking 

X 109 Calico-Print Stocking 

X 130 Knit Stocking Garland 



389.6270 
389.6270 
389.6270 
389.4000 

386.5050 

389.4000 



Textile articles not specially 
provided for, not ornamented, 
of man-made fibers, knit. 

Textile materials not specially 
provided for, not ornamented, 
of cotton. 
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HOUSE OF LLOYD, INC. 
LIST "B" 

Articles on List "B" are items previously imported into the 
United states of America, by House of Lloyd, Inc., under the T.S.U.S.A. 
classifications as noted. 

These T.S.U.S.A. item numbers are cited in General Headnote 
3(6)(III)(C)(2). It is our understanding that the items on List "B" 
will require a "Declaration of Manufacturer, Producer, Exporter, or 
Importer, " and are subject to textile country of origin criteria 
regard! es of country of origin, if such importations are: 

1) Textile and apparel articles in chief value of cotton, 
wool, man-made fibers, or blends thereof in which those fibers, 
in the aggregate, exceed in value each other single component fiber 
thereof, or 

2) textile and apparel articles in which either the cotton 
content or the man-made fiber content equals or exceeds 50 percent 
by weight of all component fibe^rs thereof, or 

3) textile and apparel articles in which the wool content 
exceeds 17 percent by weight of all component fibers thereof, or 

4) textile and apparel articles containing blends of cotton, 
wool, or man-made fibers, which fibers, in the aggregate, amount 
to 50 percent or more by weight of all components fibers thereof. 
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Catalog 
Item # 



LIST "B" 
House of Lloyd Toys & Gifts 



'84 



Item Name 



T.S.U.S.A. Classifications 
Number Description 



T 54 Betty Barrette Holder 386.1343 

T 61 Clown Shoe Bag 386.1343 

T 106 Frosted Potpouri 386.1343 

T 162 Placemat Set - Napkin Rings only 365.8400 

T 162 Placemat Set - Coasters only 366.8400 

T 220 Candle Wreath 386.1343 



Textile articles not specially 
provided for, other articles, 
ornamented, other, of man-made 
fibers. 



other furnishings, ornamented, 
of vegetable fibers, except 
cotton, other. 

other furnishings, not ornamented, 
other, of vegetable fibers, 
except cotton, other. 



Christmas Around the World 

X 36 Holly Berry Tree Skirt 386.1343 

X 91 Baby's Stocking 386.1343 

X 110 Green Satin Stocking 386.1343 

X 111 Calico-Print Tree Skirt 386.1343 

X 121 Scented Velvet Ornaments 386.1343 

X 149 Satin Candle Wreath 386.1343 

X 153 Santa Sack Ornaments 386.1343 

X 155 Starring Bear Ornaments 386.1343 
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ECONOVIEWS INTERNATIONAL, INC. 

BUSINESS FORECASTS • PLANNING • TEXTILE FIBER ECONOMICS 



RICHARD D. KARFUNKLE 
PRESIDENT 

EXPORT-IMPORT PROBLEMS 
of the 
U.S. TEXTILE-FIBER ECONOMY 

(A Statsmant submitted to the U.S. Senate Committee on Finance, 
Subcommitee on International Trade, which held Hearings on the 
State oi the U.S. Textile Industry on September 16, 1964 in D.C. ) 



Introduction: 

First, let us define the textile economy as an economic 

microcosm, consisting of these levels or layers of activity: 

raw materials: fibers - natural or man-made; 
domestic or imported. 

fabrication: spinning, weaving, knitting, tufting; 
domestic or imported. 

cutting & sewing: the apparel business; 
domestic or imported. 

end-use marketing: retailing of products; 
domestic or imported. 

Now, let us attempt to quantify the textile-fiber 

economy, first using sales dollars as a parameter: 

fibers CS.O billion 

yarns 0.5 

fabrication 17.0 

apparel mfg 38.0 

retail sales 135.5 

The above listing is approximate and incomplete. 
Obviously,* the most accurate numbers are at retail, where, in 
current dollars, the U.S. consumer is spending about 6.2X of his 
disposable income on textile-fiber containing products, or, in 
constant dollars, about 9.5%. 

At least 4 million workers, ' earning from about *5.00 

106 DOE LANE, KENNETT SQUARE, PA 19348 U.S.A. • (215) 444-3197 
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U.S. «pp«r«l market were «s -follows: 

1973 19% 

1978 25% 

1983 34% 

19e4e 41% 

For another view of the ominous tendencies of imports to 

inundate U.S. markets, data, again from the U.S. Department of 

Commerce, Office of Textiles & Apparel, International Agreement 

and Monitoring Division, show the following: 

IMPORTS OF COTTON, WOOL & MAN-MADE FIBER TEXTILES 
(MILLIONS OF EQUIVALENT SQUARE . YARDS ) 







TOTAL 


PCT.CHG. 


1980 




4.88 


n.a. 


1981 




S.78 


+3.5 


1982 




5.94 


+2.8 


1983 




7.44 


+25.3 


7mo5. 


83 


4.17 


+23.0 


7mos. 


84 


6.oa 


+43.9 


1984e 


10.00 


+34.4 



Note: e^estimated by Econoviews International, Inc. 
Within the total mix, shown above, in calendar 1984, it is likely 
that fabric imports will rise +50%, apparel imports +22%, yarn 
imports +63% and made-up goods & misc. +56%. 

Rates of increaase in textile-related imports by exporting 
country are shown below: 

1 983/ 1 982 1 984/ 1 983e 

Hong Kong +13% +58% 

Japan +31 +27 
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China 


+17 


EEC 


+40 


Taiwan 


+26 


S. Korea 


+28 


Controlled 


+25 


Uncontrolled 


+27 


TOTAL 


+257. 



+33 

+B2 
+ 18 
+22 
+31 
+75 
+43% 



Longer Term Perspective 

The U.S. textile economy , in concert with the macro 
U.S. economy, has suf'fered a series O'f traumatic "shocks'* since 
1973's oil dislocation. The following data comparisons put the 
past, present and "future in a secular perspective: 

cpd. annual rates 





1960-73 


1973-79 


1979-82 


1985-90 


GNP(72»> 


4.05 


2.5 


-0.1 


3.3 


DispPerBlnc<72») 


4.4 


2.6 


1.7 


3.5 


Indust. Product. 


5.3 


2.7 


-3.0 


3.0 


Textile Prod. 


5.7 


2.1 


-4.7 


2.0 


Fiber Cons. (#) 


5.3* 


1.1 


-5.8 


2.0 


NonCellFibShip(#) 


12.1 


4.2 


-8.8 


3.5 


TexDemandRetail (72») 


4.3 


3.2 


1.2 


3.5 



Between now and mid-decade, "further cyclical expansion 
is expected, at both the macro U.S. and the micro textile levels, 
at faster than the "trend" rate shown for the 1985-90 period. 

Of course, more than a less exuberant trend projection 
for the macro economic parameters is involved in the subdued 
trend for textile production and processing parameters — - namely, 
the continuing and growing negativ* textile trade balance, which 
may support real retail comparisons period-to-period, but can, 
has and will wreak havoc at certain LEVELS of the textile 
pipeline (i.e. apparel cutting) and in certain textile PRODUCTS 
(i.e. cotton T shirks). 
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pmr hour to tlO.OO hour — at r»t«il and at the -fiber producer 

level — mrB encompassed within the textile-fiber economy. This 

compares to the 98.90 per hour that the average U.S. -factory 

worker currently earns. In addition, an indeterminate number o-f 

workers owe their jobs to trade — far more to imports than to 

exports. 

To provide an initial feel for trade flows in the 

textile-fiber economy, U.S. Department of Commerce data indicate 

the following deleterious trends: 

IMPORTS 
(millions of dollars) 

19B1 19B2 1983 19e4e 

6515 7110 8190 11050 

2155 2043 2382 3450 

8670 9153 10573 14500 

EXPORTS 

876 629 520 495 

2935 2218 1425 1425 

3811 2847 2348 1920 

U.S. TRADE BALANCE 

^5639 -6482 -7670 -10555 

780 176 - 554 - 2025 

-4859 -6306 -8224 -12580 

Note: e^estimated by Econoviews International, Inc. 

Obviously, record levels of imports have been recorded, 

practically on a monthly basis, in recent quarters. Moreover, The 

Textile Economics Bureau reports (in the August, 1984 issue of 

their "Textile Organon") that improrts as a percent share of the 



Apparel 

Textiles 

TOTAL 

Apparel 

Textiles 

TOTAL 

Apparel 

Textiles 

TOTAL 
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MORE DIMENSIONS OF THE TEXTILE-FIBER ECONOMY 

In the peak period o-F 1978-79, approximately 12 billion 

pounds of fiber and product were available for consumption in 

four broad end-use textile market categories: 

apparel: 4.4 billion pounds 

home furnishings: 3.8 billion pounds 

industrial , etc. : 3.2 billion pounds 

export: 0.6 billion pounds 

Thus, five percent of the poundage traceable went to 
the export market. 

Traceable imports of raw fiber and fiber manufactures 
averaged 1.466 billion pounds, or 12.5% of the pounds available 
for consumption in the U.S. textile economy in that period. 

Incidentally, U.S. per caput fiber consumption reached 
a world record 55.6 pounds in 1978 and held at 54.1 pounds in 
1979, before the period of cyclical adversity knocked it down to 
about 45 pounds in 1982. By mid-decade, assuming no re-emergence 
of discretionary income-eroding inflation, U.S. per caput fiber 
consumption should rebound to 58-60 pounds. At the same time, 
however, textile-apparel imports should account for more than 20% 
of domestic fiber consumption, unless, somehow, the seemingly 
inexorable import growth is slowed, halted and, yes, even 
reversed.. (See Exhibit I for a detailed Fiber Summary matrix 
covering the period from 1976). 
A TRADE MONITORING SYSTEM FOR TEXTILE & APPAREL PRODUCTS: 

The U.S. Department of Labor's Bureau of Labor 
Statistics has produced product and employment data from 1980 to 
1982, with further updates likely, that are useful in judging the 
impact of imports. 

Bearing in. mind that the cyclical peak for the textile 
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•conomy occurred in inid-1979, it is not surprising to observe in 
these data that TEXTILE product intports (in dollars) finally 
declined about 11% in calendar 1982, to •2.2 billion, albeit 
after rising 21% in 1981. However, APPAREL product imports, such 
as coats, suits, shirts and outerwear, rose 19% in 1981 and an 
additional 10% in 1982, to reach tS. 4 billion. 

The adverse employment impact from 1980 to 1982 of the 
recession AND incremental imports was the loss of 100,000 TEXTILE 
jobs (SIC 22) and 105,000 APPAREL jobs (SIC 23). In particular, 
mens'and boy's' shirts and nightwear lost almost 8,000 jobs and 
women's and misses' suits and coats lost 12,000 jobs. 
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U.S. TRADE POLICY 8c THE TEXTILE-FIBER ECONOMY 

The U.S. textile import control progratn is aimed at 
preventing disruptive increases in imports. Article 204 o-f the 
Agricultural Act of 1956 provides the domestic authority for 
controlling imports through bilateral agreements. The U.S. 
successfully supported the extension, through July, 1986, of the 
Multi fiber Arrangement (MFA) whihc fulfils the Section 204 
requirement. 

The MFA is a derogation from GATT, the General Agreement on 
Tariffs & Trade, providing guidelines for control of disruptive 
imports of (low-priced) textiles and apparel. Contrary to normal 
GATT rules, the MFA sanctions limiting certain imports through 
bilateral agreements which, cui^rently, exist between the U.S. and 
important supplying countries such as Taiwan, the Republic of 
Korea, Hong Kong and the People's Republic of China. 

During the formative stages of our textile trade policy, it 
was correctly assumed that the textile-apparel industryf was 
important to large, industrialized countries in terms of 
employment — numbers and types of workers, i.e. low skilled, 
women, minorities, etc. It was also recognized that the 
industry was one of the easiest to enter in the early stages of 
economic growth for the spectrum of less developed and developing 
countries. 

The situation, then as now, was recognized as a volatile 
one, frought with potentially disastrous gluts, market 
instabilitiees, bankruptices and rising unemployment in the 
industrialized world. 



41-003 0-85-22 
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POLICY RHETORIC & INDUSTRY REALITY 

While it is true that a U.S. cyclical boom acts as a 
magnet for imports, it also has been true -from a political 
posturing point of view that all U.S. Presidents, certainly from 
Kennedy on, have, at least in oratory, come out in support of a 
"strong domestic textile industry" which, in the eyes of some 
observers, could be interpreted to mean a "lean and mean" textile 
economy. 

In many Administrations, including President Reagan's, 
at one time or another, the political promis* was made to relate 
growth in textile-apparel imports to growth — if any — in the 
domestic textile-apparel markets. The policy intent could be 
stated thusly: to allow the domestic industry to SHARE in any 
domestic market growth, rather than permit all growth and then 
some to be consumed by a tidal wave of imports. 

But, all the statistics I've cited already indicate 
that a tidal wave of imported* products has swept away countless 
domestic markets, jobs and firms within the textile economy. 

Industry spokesmen Are much more passionate and 
outspoken in their appraisal of U.S. textile trade policies; 
"give away" is a phrase used over and over again as specific 
quotas are breached again and again and quota circumventions 
become far more prevalent, i.e. a quota nation will ship product 
to a non-quota nation for a "finishing" operation before re- 
exporting the product to the U.S. 

Clearly there is a large and destructive chasm between 
the views of any branch of the Administration's trade policymakers 
8c the industry itself. There is nothing visible on the 
horizon yet to indicate a narrowing of this potentially 
calamitous gap. 
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CONCLUSIONS 

Economic trade theory mould allow (even encourage) a 
domestic industry to be displaced by foreign-produced products 
with a comparative economic advantage. Economic reality would 
acknowledge tha the U.S. textile pipeline is mature. 
Nonetheless* new capital inflows have been available when, -for 
example, double knitting became the fabrication rage, laser 
technology moved into apparel cutting, the computer created 
fabric designs and spinning technology advanced in a quantum 
leap, even though the industry's profit margins generally have 
far below the U.S. industry average. 

Legitimate comparative advantage is one thing; 
government subsidization of exports — directly, or indirectly 
through a multi-tiered currency (as is the case with China today) 
or through a starvation-level ' wage structure — is another. 

Trade-offs are inevitable, given the political 
intrusion into an industry's international facets. Such trade- 
offs usually are expedients, from a political perspective, but 
inefficient and even destructive from an economic point of view. 

Yes, "survival of the fittest' is a golden rule of 
capitalism, but long-term policy biases have so distorted the 
ideals of free enterprise that today's "mature" industries — 
textiles, steel autos — seemingly can only survive through the 
beneficence of the political system. 
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So, the textile economy's future, in large measure, 
will be a reflection of today's political policy-making AND 
policy-enforcement. This truism leads to tMo conclusions: 

the U.S. textile economy will conftinue to struggle 
to survive as a below-average earnings performer? 

import penetration, especially in products where 
there is a considerable labor-intensive value- 
added component, i.e. apparel, .will continue, but, 
hopefully, at a damped pace. 
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EXHIBIT I 
FIBER SUMMARY MATRIX 
(Millions of Pounds) 

1976 1979 



19B3 



1986e 



NATURAL FIBERS-MILL CONSUMPTION 
CELLULOS I CS-CONSUMPT I ON 
NON-CELLULOS I CS-DOM . SH I PMENTS» 
MAN-MADE FIBER WASTE CONSUMPTION 
MAN-MADE FIBER IMPORTS»» 
AVAILABLE FOR U.S. MILL CONSUMP: 

MAN-MADE FIBERS 

ALL FIBERS 

NET IMPORTS OF MANUFACTURES 

AVAILABLE FOR U.S. DOMESTIC 
FIBER CONSUMPTION 

(IMPORTS OF ALL TEXTILES- 
PCT OF DOM. FIBER CONSUMP) 

POTENTIAL U.S. DOMESTIC FIBER 
PER CAPUT CONSUMPTION (LBS) 



3535 3201 2980 3270 

830 802 595 705 

6166 7510 7066 8000 

306 274 280 300 

192 122 195 270 

7457 8709 8175 9275 

11103 11909 11135 12545 

476 263 1230 2035 

11579 12172 12365 14580 

1255 1352 2050 3215 

10.8'/. 11.1% 16.67. 22.0% 

53.1 54.1 52.8 60.4 



^Excludes textile glass 

** excludes rayon staple & waste 

Noncellulosics include: nylon, polyester, acrylic, spandex, 

olefins, etc. 
Cellulosics include: rayon and acetate 

e-estimated by Econoviews International, Inc. 
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DEPARTMENT OF THE TREASURY 

U.S. CUSTOMS SEIVICE 



I 



MID 84-26 (ENT-1) P 
September 6, 1984 

NORTH CENTRAL REGION PIPELINE 

TO : All Brokers, I^wrters, CuttOM Officials and Other 
Interested Parties 

SUBJECT : CustOM Regulations on Textiles (T.D. 84-171) 

THE FUL.LOHINb IS TO SbRUE AS INFORHflTIOHPL BACKGROUND hIATERIQL 
IN "QUESTION** QNO "RNSHER" FORMAT REGARDING THE NEH CUSTOiiS TEXTILE 
REGULATIONS PUBLISHED IN THE FEDERAL REGISTER OH AUGUST 2s 1984. 

QUESTION; HHAT HERCHAI^ISE IS AFFECTED BV THE NEH REGULATIONS? 

ANSMER.-'THE HEW REGULATIONS PUBLISHED BV THE UNITED STATES CUST0H3 
SERUICE IN THE AUGUST 3, 1984. ISSUE OF THE FEDERAL REGISTER. AT PAGE 31248. 
ARE APPLICABLE TO ALL TEXTILE PRODUCTS HHICH ARE SUBJECT TO THE MULTIFIBERS 
ARRANGENENT. l\\ GEKtRAL. THIS COMERS MOST PRODUCTS HHICH ARE EITHER IN 
CHIEF UALUE OR CHIcF WEIGHT OF COTTON. HOOl OR MAN-MADE FIBERS. OR HHICH 
CONTAIN OUER 17 PERCENT BV HEIGHT OF WOOL. 

.QUESTION: DO THE REGULATIONS APPLV TO MERCHANDISE WHICH IS PRODUCED IN 
"COUNTRIES WITH THE UNITED STATES HAS NO TEXTILE AGREEMENT? 

ANSWcft: UNDER AIUThoSITV DELEGATED BV THE CONGRESS. THE PRESIDENT HAS: 
THE POHER TO PROMULGATE REGULATI0H3 GOUERNIHG THE THt EHTRV OF TEXTILES 
AnO TEXTILE PRODUCTS WHICH ARE SUBJECT TO t\ flULITILATERAL INTERNATIONAL 
AGREE. lENF, REGARDLESS OF WHETHER THAT MERrhnMuISE EMANATES FROM Ah hGREEMENT 
trOUHTRV. IN ORDER TO EFFECTUATE THE PURPOSE OF THAT AGREEiiEMF. IN SHORT. 
THE ANSWER IS VES. 

QUESTION: WHAT IS THE EFFECTIUE DATE OF THE MEW REGULATIONS? 

ANSiiER: THE R^GULriTiOMi ARE EFF»^CTil.i£ FOR iiFRCHANDISE EXPORTED FROM 
THE rOUNTRV OF ORIGIN. AS DEFINED IN THOSE REGULATIONS. ON AND hFTER 
SEPTEMBER 7. 1984 HOWEUER. FOR MEfiCHAMDISESOLD TO A PERSON IN THE UNITED 
STATES FURSUrii^T TO A HrtlTTEN ^\t\u BINDING CONTRACT. OR WRITTEN WJRCHmSE 
order! which was executed prior to august 3. 1984. F?R « "^J^S^^^^Ji^^uoT 
OF MERCHANJISE A.40 r.HlCH HAS NOT BEEN MATERIALLV MODIFIED ON OR AFTER THAT 
DATE. THE RFGULATIONS. AS THEV RELATE TO THE CCUNTRV OF ORIGIN AND 
DECLARATION REQUIREMENTS. ARE EFFECTIUE FOR SUCH MERCHANDISE EXPORTED FROM 
THE COUNTRY OF ORiGIli ON OR AFTER OCTOBER 31. 1984. A COPV OF SUCH 
CONTRACT OR PURCHASE ORDER SHALL BE PRESENTED TO CUSTOMS AT THE TIMc 
^ENTRV. ALONG WITH THE CERTIFICATION OF THE UNITED STATES IHPORIER uR 
SiNSIGNEE THAT THE MERCHANDISE IS BEING IMPORTED PURSUANT TO THAT AGREE- 
MENT. 



■fflV TO KOIONAl COMMISSKMfR OT CUSTOMS. CNICACO. KIMOIS 60603 
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CUESTIONi IF tOUNFRV "ft" h»«NU?«CTORES GflRMENT PfiRTS ftNO SHIPS THOSE PPRTS 
PRlOft TO SEPTlHSci^ 7, 1984* TO COUNTRV "B" FOR SMERE RSSCHBLV INTO 6RRHENTS/ 
HHICH ARE TMEN SHIPPSI^D TO#THE UNITED STATES ON OR AFTER SEPTEMBER 7* 1984* 
PRE THE NEM REGULATIONS APPLICABLE TO THAT HERCHANDI8E? 

AN3)4SR: t4d. \X^£H Th£ NEM REGULATIONS COUNTRV *'A" IS THE COUNTRV OF ORIGIN 
AND THE M£r.CHAMCiISE LEFT THAT COUNTRV BEFORE SEPTEMBER ^# jl38'4. THEREFORE* 
FOR HbRCHAHOISE THAT FAL.LS HITNIN THIS BITUATIOH* COUNTRV ."B" NOULD STILL 
BE THE COUNTRV OF ORIGIN AND ANV OUOTA ICSTRAIHTS AND UISA REQUIREMENTS 
HHICH HAV BE APPLICABLE TO PROOUCTS OF IMAT OOUNTRV MUST BE SATISFIED. 

QUESTlOiii DO THE M^ REGULATI0H8 RADCALLV CHANGE THE COUNTRV OF ORIGIN 
RIA.es APPLICABLE TO TEXTILES? 

ANS^IERi NO. THE NEH RULES OF ORIGIN ARE# FOR THE HOST PART* A 
COOIFICaTION OF EXISTIN3 COURT DECISIONS IN THIS AREA. THE RULES 00 
CONrniN CERTA IN CKi'lr46ES THAT DO NOT DERIME DIRECTLV FROH RECENT COURT 
DECISIONS. THOSE CHANGES <E.G.* HERE AS8CH6LV OF COMPLETED PARTS* OR MERE 
DVIN6 OR PRINTING) REFLECT THE UIEH OF THE CUSTOMS 8ERUICE THAT IF THE COURT 
HAS TO RULE Oi4 THOSE OPEKATIOKS 4)R fR0CB!8SE8 AT THI8 TIHE* 6IUEN THE FACTS 
HHICH THE CRITERIA SET FORTH IN H^ ^^RXH IC8ULATI0MS AND THE REQUIRED 
OEa ARATiiDN ARE OEBIBNED TH C^CIT-'li^iCSULTB OF tME EARLIER COURT DECISIONS 
NOULD BE Di&TS<ENT. ^ 

QUESTia^: BRIEFLV, HHAT ARE THE NEH WUB OF ORIGIN? 

HilBhLR: 3IMPLV PUT, IN ORDER TO CHANGE THE COUNTRV OF ORIGIN OF MERCHANDISE 
PrtoOiJCtO IN OiC COUNTRV AND SENT TO A SECOND COUNTRV FOR PROCESSING* THE 
MERCHANDISE MUST BE SUBSTHTIALLV TRANSFORMED IN THE SECOND COUNTRV INTO 
A MEN AND DIFFERENT ^TICLE OF COHHERCE BV A SUBSTANTIAL MANUFACTURING OR 
PROCESSING 0P£RhiTI014. CRITERIA TO BE USED IN DETERMINING IF A NEH AND 
0IFFER£N1 hR.TICLE HAS iMcR&tO AND IF THERE HAS BEEN A SUBSTANTIAL 
riAtWFACTURING OR PROCESSING OPERATION ARE INCLUDED IN THE REGULATIONS. 

QUcSTIONi NILL ADDITIONi^ DOCUMENTATION BE REQUIRED UNDER THE HENS 
RE&IJLATION? 

ANSi'irRj IN ORDER FOH STW- CUSTOMS £ERUICE TO DETERHINE THE PROPER COUNTRV 
OF ORIGIN OF IMPORTED TCXTIIJS RND TEXTILE PRODUCTS* THE REGULATIONS REQUIRE 
THAT A DECLARATION CGi4TAIMl84nTlNENI.4|f PBIIATIQH MUST BE FILED HITH EACH 
IM PORTATIOrt. THE FORMAT T0%^£&ML««illON REQUIRED ARE EXPRESSLV 
SET D^JT IN THE REGULATION^. TML U^LLlMmiUHS HAV BE SIGNED BV THE MAN- 
UFACTURER* E>PORTED* OR IMPORTER. IF ALL THE INFORHATION CALLED FOR BV THE 
D£CL»V%hTION Cni'lNOT BE SUPPLIED* THE IMPORTER HILL SUBMIT A CERTIFICATION 
i^TTECTIhG TO rH=: FfiCT THAT AFTER THE E/ERCISE OF DUE DILiGE NCE THE 
IMFORTFR IS UNABLE TO PROUIDE FURTHER INFORMATION. IN THAT EUENT, CUSTOMS 
MILL UriLIZE TH= BEST INFORiWTION AVAILABLE* INCLUDING THE EXPERIENCE 
i.iF DC»HE:.rU. INC^u5TKV* TO D£TERH1NE THE COUNTRV OF ORSIGIN OF .n£ 
IhFORTED +iFF.CHiV..Dr>E. 
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QUESTIONi IF EXPENSIUE FABRIC 18 EXPORTED FROH COUNTRV»n" TO 
COUNTRV "B^** HHERE IT 18 CUT RND 8EHN BV CHERP LABOR INTO 6RRHENT8# 
HHAT 18 THE COUNTRV OF pRIGZNT 

RNSHER: COUNTRY B. THE NEH RULES HRKE NQ CHANGE . IN TNI8 SITUATION. 
THE FACTS MAKE CLEAR IN THIS INSTANCE THAT THE HATERIAL NAS SUBSTANTIALLY 
TRANSFORMED INTO A HEN AND DIFFERENT ARTICLE OF COMMERCE BY A SUBSTANTIAL 
MANUFACTURING OPERATION. IT 8H0 OLD BE REMEMBERED THAT XOSTS OF MATERIAL 
IS ONLY ONE OF 8EUEN LISTED CRITERIA AND* AS THE REGULATIONS STATE# ANY 
ONE, OR ALL OF THE CRITERIA OR ADDITIONAL CRITERIA HAY BE CONSIDERED. 
THE FACT THAT THE COST OF THE FABRIC HAY E>£EEO THE TOTAL COSTS OF ALL 
SUBSEQUENT OPERATIONS DOES NOT DETRACT* IN THIS INSTANCE* FROH THE REALITY 
THAT THE GARMENT8 CAME INTO CXI8TANCE IN COUNTRV "B." 

QUESTIONS UNDER THE NEH NESULIVnONSrlRE UNITED STOTES COMPONENTS HHICH 
ARE SENT ABROAD FOR ASSEHBLV OR IWKtKlMB HOH CONSIDERED ON THEIR RETURN 
TO BE PRODUCTS OF THE UNITfil tTHIlSr 

ANSNERi 
THAT THE 
AND TEXTILE 

OF THE UNITED 8TATE$« 18 JN]|NKDJ0jNSURE THAT PRODUCTS OF THE UNITED 
STATED*. HHICH HAUE BEEN RETWDWlP PURTHER PROCESSING OR NANFACTURING 
ABROAD HILL CONTIhUJE TO BE CONSIDBI^ PRODUCTS OF THE COUNTRY IN HHICH THAT 
PROCESSING OR MANUFACTURE TOOK f'LACE. THE EKISTItlG PRACTICE OF TREATING 
SUCH ARTICLES IN THIS HANNER*NA9 MOT BEEN CHANGED BV NEH REGULATIONS. THE 
NECESSITY OF MAINTAINING THISPMICTIOE 49 BASED UPON THE CLEAR LEGISLATIVE 
IHTENT EXPRESSED IN NEADNOTE 2* PART |« SCHEDULE h, HHICH STATES THAT 
SUCH AN ARliaE BE TREATED AS A ^'FOREIGN ARTICLE." IN ADDITION. THE 
AGREEMENTS BETNEEN THIS COUNTRY AND FOREIGN COUNTRIES ARE NEGOTIATED HITH 
THE UNDERSTANDING' THAT SUCH PRODUCTS MIUL BE SUBJECT TO THOSE AGREEMENTS. 

QUESTIONi l-kJST THE MERCHAI40ISE I^IHICH tS SUBJECT TO THE NEH REGULATIONS BE 
LABELED OR hIARKEO IN ACCOROnNCE HITH THE HEH RULES OF ORIGIN? 

ANSHERi AS STATED ABOME* THE ORIGIN RULES SET FORTH IN THE TEXTILE S 
'REGULATIONS HERE DERIUEO PRINCIPALLY FROM COURT DECISIONS, SOME OF 
HHICH HERE CONCERNED HITH THE HARKING OR LABELLING OF MERCHANDISE. 
ACCORDINGLY, THE ORIGIN PRINCIPLES STATED BY THE COURT AND CODIFIED 
IN THE REGULATIONS HILL BE fOLLOHED BY THE CU8T0H8 SERUICE IN MARKING 
DECISIONS INUOH:VING ALL TEHTILES. 

GtU--STIC»N» PIECE GOODS Arte SENT FROM TAINAN TO MEXICO, WHERE THEY AnE CUT 
AND ASSEMBLED INTO COMPLETED 6ARr«NTS. IS MEXICO THE COUNTRV OF ORIGIN? 
AS A RELATED QUESTIOl^ - IF PIECE GOODS ARE SENT FROM TAINAN HARKED HITH 
CUTTINd 'LINES Oi^ LII^S Or DENARCATIOi^ FOR THE MATERIAL TO BE CUT AI4D 
ASSEHBLEO IH MEXICO, IS MEXICO The COUNTRY OF ORIGIN? IS- THE COST OF THE 
FABRIC RELEUANT TO THESE DETERIIINATIONS? 
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ANSHERi 1HE ?R0CE3SIW.|y AiM l! J»<f,1W i < <t |JN^ COUMTNy MHKH HRNUFPCTURES 
T.4RT FQBRIC mOf. COi9^LSt0}mSm »OTM JMBSTftHTIPL 

NRNUFACTURIN6 PROCESS -lO »pl^| g i l l i ii l M»<D <UreWfT«M,LV THANSFORHS THAT 
FMRIC. ArcC'ROINOLV. HI ttC^mfjMRfjAl «r tHE OUESTXON. THE RN8HER 18 
•HEKICO. THi£ 3EC0t«) ISSUE XS^Ittfe tXmST^NU HE 00 NOT BELIEUE THAT 
SUFFU;iEHT INFORHMTION IS OUAIljA^E FOR A RESPONSE. THIS IS AN INSTANCE 
HHERE THE IN^OR lATION* INCUJ0IN6 THE COST OF THE FABRIC^ REQUIRED TO BE 
SUBHITTED CN THE r€CE8SARV DECLARATION* SECTION .12.13(KC><^> OF THE NEH 
REGIM.TI0N3* IS ICC£S&.^RV FOR CUSTOMS Tp.4)ErcRHJNE MHICH OF THE CRITERIA 
SET OUT IN 8&CT70i4 12. 130<BK2> SHOULD fc CONSIDERED IN DECIDING THE 
COUNTRY OF 0RI6IN OF THE i . 



OUESTIOi^Si VARN IS HOUEN IN||^M|R1C Wj0fmflHO SENT TO H0H6 KONG FOR 
aJTTING. THE COhFtMEHfS ARE IMl 8EHT tI^ITI FOR HSBEHBLV, HHICH 
COUNTRV 18 THE COUNTRY i)F OKtmi ^IIOUilM HAICE A DIFFERENCE IF THE PIECE 

ooocis SENT KROH jAPAH TO HomlSmwmmm'^^ fm cutting? 

ANSHERi IT IS DIFFICULT TO RESPOND TO T)€ FIRST PART OF THIS QUESTION 
HITHOUT samples AH0« at the UERV LEA8T« HORE FACTS. HNcRE UNHARKEO FABRIC 
IS SFNT TO A SECOND COUMTRV FOR CUTTING INTO COI«>OHENTS« THAT HOULD USUALLY 
RESULT IN TH^ 8£C0ND COUNTRY BEING THE COUNTRY OF ORIGIN OF THOSE 
COHFONEHTS (640 PN ASSEMBLY* BY ITSELF* tN A THIRD COUNTRY* AS STATED IN 
THE IHTERl I REGULATIOi^S* SECTIOH 12.130(B><1><II>* HOULD HOT NORMALLY 
CHANGE THE COUNTRV OF ORIGIN OF THOSE OjfiPONENTS. 

IN THE ALTERNATE SITUATION* FABRIC MOUEH AND HARKED FOR CUTTING IN ONE 
COUNTRY* CUT IN A SECOi^lD COUNTRY* AND ASSEHBLED IN A THIRD COUNTRY* THE 
AI43M£R IS THAT THE FIRS' COUNTRY IS THE COUNTity OF ORIGIN. SECTION 
12.l3e<BXtXIII> PROUIDES THAT HERLV CUHING OF HATERIAL PREUIOUSLY 
HARKED HILL NOT CHANGE THE COUNTY OF ORIGIN* OF THAT THAT MERCHANDISE AND* 
AS STATED ABOUE* ASSEi-l8LY« BY IVfiELF^ OF CUT COMPONENTS IS ALSO NOT 
SUrFICIEHT'TO CHANGE THE COUHTM* OF f«I8IM. THE E8SENSE OF THE IHPORTEO 
ARTiaE CAME INTO BEING IH TM^ fOUNTRY HHERE THE FABRIC HAS HADE AND 
HARKED IN A COMMERCIALLY MEANXifFUL NANNa^. 

QUESTIOHi DO TiiE i^EH REGULATIONS APPLY TO NO-HFA PRODUCTS SUCH AS APPAREL 
HANUFACTURED FROM SILK* LINEN AND RAHIE? 

ANSHERi THE REGULATIOI>IS 00 NOT DIRECTLY APPLY TO PRODUCTS NOT COUEREO BY 
THE ilULTIFISERS ARRAi4dEh£NT« HHICH IS AN I14TERIMTI0NAL AGREEHENT TO HHICH 
THE UHITEO STATES IS A 8I6i<4AVDRV» THE PfWlOKMTrS HUTMORITY TO PROMULGATE 
THESE REGU'.ATIQNS DERIUtt iWflN StJCTimi aS4i . flflRKULTtanL ACT OF 1&38 <7 
U.8.C. 1854 >* HHICH EXTENDS ONLY TO MERCHANDISE WHICH IS COUERED BY THE 
HFA. HOHE'^R* SINCE THE PRIHCIPUS IN THE REGULATIONS USED TO DETERMINE 
THE ORIGII' OF ^CRCHANDISE mm MKCH FROM COURT tCCISIONS* THOSE i 
PRIHCIPLE& HILL BE APPLIH) TO ALL TEXTILES AI40 TEXTILE PRODUCTS. IT 8H0UO 
BF HOTED THAT IF A DISTRICT jlRfiCTOR IS UNSURE WHETHER THE^NEH REGULATIONS 
ARE APPLICABLE TO CERTAUI YCmMDI8E« HE HAY tttOUEST ANY tNFORHATION HE 
OcEHS APPROPRIATE UNDER THE ISITmiTV OF 18 M.S.C. 1481. 
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QUcSTIOHt 00 THE iCH JCWyM WW Cfl|» TBCTtU AND PPP^f^ PRODUCTS FROM , 
RLL tOUKTRIES* IMCLUDIHilW f€iJW » tli< COHKUKITV IM> CANAQR? 

PNSHERi VtS. IN SECTION 2d4 AF THE RBRICULTURflL ACT OF 1956, CONGRESS 
SPECIFIGIRLLY GRfiilTEO RUTHORITV FOR THE PRESIDENT TO ISSUE REGULfiTIONS 
60UEhi^IWi5 THE ENFRV OF fiRTICLES SUBJECT TO R HULTINPTIONRL .RGREEMENT < IN 
THIS CnSE, THE HFrO WHICH TiRE THE PRODUCTS OF COUHTRIES NOT PRRTIES TO THE 
R6REEMEMT. THIS IS IN RDDITIOH TO THE JWTHORITV 6IUEN TO THE PRESIDENT TO 
ISSUE REGULRTIOt43 G0UERHIH6 THE ENTRV OF NERCHRNOISE TO CARRV OUT SPECIFIC 
RGREEhiENTS BHTHEEN THE UNXTEO STATES JMD FQREI6N GOUERNhENTS, I.E., THE 
HFR ONO BILRTERAL TEXTILE t»|EElCMTS. 

QUESTIONiRRE THE NcH COUNTRAfOF.,4K||d|l REGULATIONS RPPLICRBLE FOR HRRKIN6 
PURPOSES RS -HELL RS QUOTR PUAPOStS? - 

RNSWcRt YES. RS STRTEO WOME# tHE 0R16IH PRINCIPLES EMBODIED IN THE 
REGUufiTIONS PRE DErsIMEO FROH COURT CM|E8,< SOHE OF THOSE CRSES INUOLUED THE 
IWRKING SThTUTE RUD RE6ULRTI0HS* fiCCORDIHGLV, CUSTOMS BELIEUEC THOSE COURT 
DECISIONS OS CODIFIED IN THE REGULATIONS SHOULD BE APPLIED TO ALL TEXTILES 
AND TEXTILE PRODUCTS. 

CAJE'jllyAi W'm FmR i>fiCu ili THE CHAIN OF M^'iUrACTURII^IG MUST AW IH?'Or;TER GO 
Tu M£Er. THE DECL..='.rVfI.j.l Kf.C'JIReHENTS UNDtR THE NEW REGJJLATiCiiS. FOR 
EXrillPLE, ASSUME COTTON FROH PAKISTAN IS SPUN INTO VARN l\^ JfiPWi, l<OUEH INTO 
FABRIC IN TAINAN, SENT TO HOI>iG KONG FOR CUTTING AND TO HAITI FOR SEHIN6. 
i^T HHhT FOINT IIhV Trie DcCLARAJIOH STOP? THE COMPONENTS, THE FABRIC, THE 
\'A'=^\^ OS THc ORIGUML COTTON? ARE SEPARATE DECLARATIOJ'IS REQUIRED FOR EACH 
COUITRV^ 

ANSHtR: THE CUSTOriS itRUICE BELIEUES THAT IT SHOULD TAKE A FLEXIBLE 
POSITION IN REGARd TO THE INFORHATION REQUIRED 014 A DECLARATION. IN HOST 
INSTANCES, AN EXAMINATiail Or THE FIBERS MHICH MAKE UP THE VARN IN A FABRIC 
USED 114 A GhRhEHT 15 NOT l^tiCCSSARV TO DETERMINE THE COUNTRV OF ORIGIN Or 
THAT GARMENT. GENERALLY, IN-HECARD TO COMPLETED ARTICLES, SUCH AS 
GARMENTS, THE n^FORilATION ON THE DECLARATION SHOULD GO BACK Ar LEASC AS 
.FAR AS THE I lAl^Jf ACTURE OF THE FABRIC- THEREFORE, IN THE EXAMPLE GIOEN, THE 
PROC£5SIN.3 IN PhKISTAI^ AI{D JAPAN NcEO NOT BE STATED ON THE DECLARATION. 
HOWtl'ER, IF TH£ FhnRIC MAS HARKED HITH CUTTING LINES IN TAINAN, THEN ALL 
THE PROCESSES OR MANUFACTURING OPERATIONS PERFORMED IN TAINA14 SHOULD BE 
STATED SO THAT CU&T(»^ NlUiiAME JUJFFi£I»r INFORHAT TO DETERMINE IF 
THE ARTICLE HAS TH£l8R fl»fr^.^PBCE^ jg tttiJ^^ OF jmmi. SEPARATE 
C€CL^iRATI0f4S FROII EPmiLiMmm im^^LW W TlffHSlWACTuSE OF A FABRIC 
OR ARTICLE ARE NOT MEAUIRB) BV THE REGULATIONS. 

QUESTIOHt IN AN G07 a$l£HiLV OPfiMTIOH^ 18 YNE UNITED STATES THE COUHTRV 
OF ORIGIH'> 
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RE6ULRTI0N.^, THPT rHE'ORlSlft jKis 00 MOT CHM^GE THE "FOREIGN WsTICLE" 
STPTUS OF T£.<TiLE$ A.-C TE/TXLSpSoOUCTS UNDER HEPONOTE 2, PftRT 1, SCHEDULE 
8, TRRIFF^ SCKr:ctl»LES 07 THc UrIlTED STPTES, IS aNTENOED TO ENSURE THfiT 
PRODXTS Or TNI Uil ft iJTHTCS ilHICH HAU£ BEEK RETURNED -PFTER FURTHER 
PROCESiING On irV-ltrHCTURt p£ftOCiD WILL COMTIN':-! TO BE C0M340ERE0 PRODUCTS 
OF THE COUNTF.t' IW HHCH THftT PROCESS 1 1 IG OR HftHl FACTURE TOOK FLfiCE. THE. 
EXISTIHG PRA'-.TICE OF Tfi£ATiN6 fiUCH flRUCLES li\ THIS MANNER H«S NOT BEEN 
CHQI4GED BV N£H Ra-vtLitTf J! IS, Tt€ HKCSSITY OF .W1KTRIMXN6 THIS PR^»CTICE IS 
bfiSED UTOli The CLtHrt iut\?IcL«TIUt INTEIU E: PRESSED IN HEfiONOTE 2* PORT 1, 
STHEOULE 8* NHICH STATES TfJIT SUCH fH^ ARTICLE SE TREfiTED fiS R "FOREIGN 
ARTICLE". IN RODlTlU^r THE OEPWmENT OF COHKERCE HR8 IM&ICQTEO THAT THE 
TEXTILE PGREEHEKTf eETR!€H THIS GQUHTF.V ftNO FORE I ON COUNTRIES IN HHICH 607 
ASSEi-IBLV 0P£'WTI0i:5 TAK: PUiCE ARC HFWTlPiTED HlTH THE UNDERSTRNDIM6 THRT 
SUCH PRC«DUCTS HILL EE 8'J8JECT-T0 HBSE JKAEEHEHTS. 

QUESTIOt^t IN AN 807 ASSEHBLV Qf^ERATION, IS THE IMPORT CONSIDERED TO BE 
WHOLLV THE GROHTH PRODUCT OR NANUFMrTURE OF A SINGLE COUNTRY FOR PURPOSES 
OF THE DECLARATION* OR IS IT CONSIDERED TO K MANUFACTURED OR PROCESSED 
IN MORE l}pH ONE COUNTn*-*? 

QNSHcR: HEfiOrlOTE 2, rART 1, SCHEDULE A, TSUS. CITED IN THE PREUIOUS 
Hi^loNcR, PROU'DES TriiiT i» PRODUCT OF THE UNITED STATES HHICH IS RETURNED 
hlFTEb: HhUII<S BEr'4 fiD*J»4H«'vED IN UTlLUE OR IHPRO'^O IN CONDITION ABROAD BV 
hf;iUIH5 BEEN OSSEMB-FO Nl'iROAD IN HHOt OR IN PART Or PRODUCTS OF THE UNITED 
STATES^ SHPLI BE TREATED AS A FOREIGN ARTICLE. SINCE* UNDER THAT HEhDNOTE* 
SUCH AND ART i CLE IS AUTOMATICALLY A FOREIGN PRODUCT, CU3T0IIS BELEIUES THAT 
."HE iiORDS PERTAIMIi4G TO THE CECLARATION REQUIRED BV SECTION i2.13d<C><I)* 
"HHOLLV THE brsuiirH, I»mHOFACVURE# OR PRODUCT, OF A SINGLE FOREi&N lERRITORV 
OR COUNTRV OR INSULAR POSSESSION", HAV INCLUDE HERCHANDISE SUBJECT TO AN 
807 ASSEHBLV OPERATION IF ALL THE PROCESSING, MANUFACTURE, ASSEHBLV 
OPERhTIOIIS, AND n.L THE: l«TERIAi S I^ERR INCURRED IN OR DERIUED FROM THE 
ullITEu STATES C^d THc ASSEIiSLV COUilfRV. IF »:* THIRD COUNTRV SUPPLIED 
HATBOPLS AND/OR PROCESSED OR WAS OTHERWISE INUOLUEu WITH THE COHhlETION 
or THE ARTICLE, THIT ARTICLE MOULD NOT BE CONSIDERED TO BE WHOLLV THE GROHTH, 
iWhurACTURE, OR PRODUCT Or A SINGLE COUNTRV. 

C'UESTlOi^i VhRn IS PRODUCcO IN mi^ KOIiG AND SENT TO CHIflA HHERE IT IS KNIT 
INTO PANELS. IT IS THcH SHIPPED BACK TO JI0H6 i^QNG FOR ASSEHBLV AND 
FINISHING. WHAT IS THr COONtfri' DF ORIGINTIS'THE RELATIUE COST OF VARN 
PRODUCTION RELEUANT TO THE OfiUKlHy. OF <)R161N OETERMINATDN. IF SO, MOH? 

AWSWERi ChiiiA. IT IS iiUR UlEVi TMAT IN THIS SITUATION, THE ESSENCE OR 
ESSEiiriAl. CPli'tRACTER OF 7Hc SMrWCD ARTICLE ORiaiNATED IN CHIHA HHERE THE 
PANELS HFPF FORMED BV HKAT ft WARLV A MJ68TANTIAL MANUFACTURING PROCESS. 
CHINA IS THE COU^RV H^^€ WfmTlCUE.* IN FACT* TOOK SHAPE. IT IS NOT 
N£CES>;ARV TO CONSIDER PftE OOttV ¥RRN fHOOUCTION IN THIS SITUATION SINCE 
THERe MRt OTHER CRITEhiA i\\ SECtlOI^ IS.lSO-iBXZ) HHICH ARE CLEARLV 
MTEFillHATIUE. 
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OUESTIOJIi CaHP0i4.-HT P^ikTS FR0I4 TMO COUNTRIES ARE ASSEHBLFO IN A TNIRO 
COUNTRV. IS TNE TNIRO COIMTRV THRT COUKTRV OF ORIGIN? IF NOT. NNflT IS TNE 
COUNTRY OF 0RI6HI W^J HOKfrS IT OCTERHINEO? MNRT IF TNE COMPONENTS PRE THE 
^ilt IH ^L IMTFRIW. KESPCCT8 AND «F tJlUflL UOLUE? • 

fii^StWRj T»k:R£ li, IltSUFFIciDmWOHWJTUlN ^ H^SMSI AH/ DF THE ISSUES 
f-j5Et, hi This QUESTIft^, I" ^^*!*« Ifi-3»ft^ l*8UE. HAE^iER, SOME 
COMMENT fiPFEFrRS CEEFRUED. Jim K MfelSLE T>*^ IF f.LLlH£ COhTO^ENTS 

OF THE RIGHT SIDE OF ft PAW IT ^""^ ^^ -^ p^ 

COllPaNEinS OF THE Lf^FT tlM' 
iNCIDEimLS ^ie^^E iUir€ IH 



flWO FlNJSd£D IN Cuv'irrfty £jjLi^ 
ORIfilN Cmm. Cf»CFHJBBLV?*ri 
OETEftMlHflTlOK IS THATta IF " ^ 
flMO FINISH 1146 INTO h COilPUETi 
EHTiri HCiJ^OFfM: TbRt 'iF THi 
PRDCtSS THfiT SU&STfii4TlttXV 
COW TRIES IHTO H COHrH-ETE&' 
PR 10^ TO Th^T ftSSEHS^V* ^ "" 
CXfHStOERED HOR£ TMAH # 




*«0£ IH CtJUMTRV fi, ftLL THE 
iCfiU»<n^V S. THE ZIPPER fiJ40 OTHER 
~-«pRHEHTHftS EHTIRELV ASSEMBLED 
I iClN9 &AUfL* THE CilJUHTt^fV OF 
^ fiAtlONRLE SEHIhCJ SUCH ^ 
WON OKTexiST. THE flSSEMBLV 

-J*^»*^tH m^EH It^ THE COKTE>^T OF THE 

^.^impm T© ft SUiSTftHTIAL HftWUfRCTURIMe 
" ^Ijt^ eOHPON£HTS or THO OR HORE 

OF **41CH DID WOT EXIST 
E IN COUHTRV HflV BE 



QUESTlOilt HON MV HOHSr^T! 

DETEfiHIHraiON^ &4-lPP03£ M' 

TO n THIRD COUKTf ? fOt 

TWJH IF TEXTILE tlflfTF^tRLS MERE SENT 

COUKTRV FOR RSSEHBLV* 




!H TtC COUNTRV OF ORIGIN 
^'^Oti A SECOND COUNTRY l^iRE SENT 
fiOUHllV OF «RieiK 6E DIFFEREHT 
TWE THO COUNTRIES TO THE THIRD 



HHSI-ERi NONTEXTILE ittlTERIRLS IN AN UIPORTED ARTICLE ARE TREATED THE SANE 
A3 TEXTILE MhlTERIALo FOR THE PURPOSES OF THE REGULATIONS. BOTH ARE 
REQUIRED TQ BE REPORTED OH THE DECLARATION REQUIRED IN SECTION 12.1S0<C><2>. 
• THE SECOND ISSUE PRESENTED IS NOT aERR NITHOUT A SPECIFIC FACTUAL 
SITUATION OH NHICH ^E CAN FOCUS. 

QUESTIOHt HHAT IS TiE uEFIHITION OF FULLV COHPLETEO COMPONENT PARTS? 

ANSHtRt THE LP.^>iOUA6E VOU ARE REFERRIN6 TO CONTAINED IN SECTION 
12.13e<B>l>(II> Al^ DOES NOT INCLUDE THE NORD "FULLV". THAT SECTIOi^ 
STATES* IN ESSENCE/ THAT HERE ASSEN3LV OF "OTHERNISE COMPLETED PARTS" MILL 
NOT CONSTITUTE A SUDSTAilTIAL TRANSFORMATION. NNAT CONSTITUTES "OTHERNISE 
COilPLETED PART?" HILL* OF l€CESSITV* BE DETERNINED 01^ A CASE BV CASE BASIS. 
OBUIOl'SLV* N0Rt4AL REQUIRED IRUmmjiF COHFONENT PARTS Il^OLUED IN m 
AS3EHBLV HILL HOT PREUENl THOSE PARTS FROM BEINO "OTHERNISE COMPLETED". 

QU£STIO;i=.: nSS-JrlE UiCiJ A PROuJCT IS CUT IN TAINAN AND ASSEMBLED IN COSTA 
RICH AND "IHhlT Tnnii::iH 15 THE COUnRV OF 0RI6IN. ASSUME ALSO THAT TNE 
COMPONEirr PORTS AFF CLASSIFIED IN DIFFERENT TEXTILE CATEOORV THAI-I THE 
COHPLETED GARMENT. MUST AN EXPORT LICENSE AND UISA BE OBTAINED FOR TNE 
PARTS CATEGOrtV OR THE FINISHED GARMENTS CATEGORY? 
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^ mSNcR: THE ULO/^ STnrU3 AhO THE REQUIREHENT8 FOR P UI8R OR EXPORT LICEHSE 
ftCCRUTS OT THE TIIIE Or IIIPOKTnTION IHTO THE UNITED STPTES. • WE DO NOT 
aPSSIFV COtPONcNT PARTS HHICH PRE SHIPPED FROI'I ONE FOREief^ COUNTRY TO 
. RKOTHER FOREiCM CO.'NTRV. NOR DO HE DETERMINE THE QUOTP* UJSQ* OR EXPORT 
LICENSE RE'OU.F.EiENTS OF bERCHPHDISE EXPORTED FROM ONE FOREIGN COUNTRY TO 
PI^THcR Fu{E.Gi4 COl>HiR'y. P^ISP OR E>PORT LICENSE HILL BE REQUIRED FOR TH£ 
HEIRCHPHDISE :N ITS CONDITION PS^ IMPORTED INTO THE UNITED STPTES. 

QUESTtOlh HILL TRIM" (E.G.* UNOERLINIIW* LOOPS* BUTTOt;^* SHPYS« TPPES« 
ZIPPERS, ETJ. > 6£ COUSIDEREO IN 0ETER»>iININ6 COUNTRY OF ORISIN? PRE 
DOCUIiENTPRY RFQUIREME14TS EQUPLLV PPPLICPfiLE TO TRIM? 

PNS^iERt P6PIN, THIS IS SO^ETHlHi TMRT HtfVT eE'OONSIOEFtED ON P CPSE-BY-CPSE 
BPSI8. GENiftfiLLV, iilHOR COHPOHBHTS I^ROH OOtSHTRIES NOT DIRECTLY CONCERNED 
MITH THE MURE SU3CTr1HTIPL l-IPMlMCTURINO OR PROCESSING OPERPTIONS PERFORMED 
ON PN PRTiaE OR 014 MORE IMPORfTPNT CONPONETS IN PN PRTICLE NEED NOT BE 
REPORTED ON THE OECLPKPIION. HOHEUER* IF FINDINGS PNO OTHER MINOR 
COMPONENTS ORIGINATE IN P COUNTRY MHERE THE MORE SUBSTPNTIPL MPNOFPCTURIHG 
OR PROCESSING OPERATIONS OCCUR* THEN THEV HIU BE CONSIDERED PNO SHOULD 
BE REPORTED ON THE DECLARPTI0»4. 

QUEST lONi DO ENTRIES FOr. UiHEOIflln^lllPMPOiRTmiON HITHOUT PPPRPI8EMENT 
REQUIRE AH OnlGINflL OR P COPy OflimjmK^mVmX UCENSE TO BE SUBMITTED 
PT THE PORT OF PRRIUPLT . ;;? W ■' -'^ 

. PNSHER: P COPY Or THE CtkmSltl^^ 8UBHITTED PT 

THE PORT OF RRRIUAL. ' '4*^^^'^--T^».r •>. >.. ^ 

QUESTION: DO THE !!£H REGULPTION8*OH IMUEtUPTE TRANSPORTATION HITHOUT 
APPRAISEHEirr APPLY TO AIR SHIPMENTS STOPPING IN A U.S. CITY PRIOR TO 
ARhUtAL AT THE AIRPORT HHERE THE GOODS PRE ACTUALLY EHTERED7 

ANoHtR: V£S ; HOME'^R-, INSPECTION OF THE UFORTED MERCNANDISE AT THE PORT 
OF PRRIUPI. HILL PE DONE ON P SELECTI'JE BPSlS. 

QUESTIONt ARE THESE HEN REGULATIONS fniPU^ 

Ai^SKERt THESE liRE INTERIM PEGULOTIONS, IfUCH HILL GO INTO EFFECT 
SERTEMBER 7, 1984. ALL IHTERESTED PARTIES ARE IMJITED TO SUBMIT THEIR 
CaHMi£NTS ON THE REGULPTIUNo* IH TRIPLICATE, ON OR BEFORE XT06ER 2> 1984. 

. PLL COHHENTS HILL BE FULLY fiOlWOBCO HMD, NNKRE HPRRPNtED, PPPROPRIPTE 

' CHPHGES HILL BE MADE. 



-mi^^ 



f^BnKt C. Bcntdtct 

/ Oeputjf Assistant Regloiwl Coanlssloner 

'' (CUsslffcatton and Value) 
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rmjui No*. aa944o 

IMPORTenS • CXPORTeRS 

September 17, 1984 

U.S. Senate Finance Committee 
Subcommittee on International Trade 
U.S. Capitol, Washington, D.C. 

Dear Sirs, RE: Sec. 204 Rules of Origin 

Executive Order 12475 of May 9, 1984 
Regulation 12130, Paragraph B 

The new regulations that includes the fabrics that are dyed and printed is unfair 
and flaunts every lav and the fairness of American Justice. 

The reason given by our government for the implementation of these new regulations 
is that there has been flagrant violations of the previous law, although no signifi- 
cant evidence to support the inclusion of fabrics in this regulation has been pro- 
duced. 

S. Shamash & Sons, inc., who have been exporting and importing fabrics since 1947, 
is a member of the U.S. Department of Commerce. To our knowledge there have been 
no violations in our last 34 years of doing business of existing law. 

Ue believe the inclusion of fabrics is strictly a political ploy which serves none, 
and only harms the interest of the U.S.A. among its global partners. Host fabrics 
that are produced in the Far East are in the greige or unfinished state and are 
shipped to developed countries such as England, France, Germany, Italy and Japan 
where they are dyed and finished and are considerably higher priced than fabrics 
found in the U.S.A., and are sold at prices that are from two to six times higher 
than U.S.A. fabrics. This does not create any substantial Increase of imports 
because of higher prices, and these Imported fabrics are basically sold to the 
couturier trade which is relatively a small segment of the apparel industry. 

The U.S. exporter of fabrics is also harrassed by the new ruling since many greige 
fabrics imported into the U.S.A. are domestically dyed, printed and finished for 
the export market. 

Ue believe the law was hastily written without thought, and will damage our 
relationship both in the East and Vest. The present law should be rescinded 
and rewritten more carefully so as to address only the fraudulent practices 
that the government contends now exist. 

Tours very sincerely, 

S. Shamash & Sons, inc. 



Jack Shamash, President 



O 
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